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REVENUE  ESTIMATES 


REVENUE  SECTION  INTRODUCTION 


Introduction 

The  budget  for  the  state  of  Montana  for  the  1 999  biennium 
depends  upon  the  current  and  future  economic  condition  of 
the  state,  nation,  and  world.  Rapidly  changing  technology, 
enhanced  global  economic  interdependence,  major  changes 
in  regional  and  international  trade  agreements  such  as 
NAFTA  and  GATT,  and  congressional  response  to  our 
federal  deficit,  all  have  the  ability  to  impact  the  state's 
economy  more  than  ever  before.  Economic  events  occurring 
locally,  as  well  as  globally,  affect  tax  receipts  and  influence 
the  cost  of  goods  and  services  purchased  by  state 
government.  Because  of  this  potential  impact,  economic 
assumptions  are  clearly  a  vital  component  in  formulating  the 
biennial  budget. 

In  formulating  economic  assumptions,  the  key  economic 
variables  targeted  as  most  affecting  state  government 
receipts  and  disbursements  are:  Montana  total  personal 
income,  Montana  population  and  employment  levels, 
inflation  rates,  energy  prices,  and  interest  rates.  In  the 
following  section  entitled  "Economic  Overview",  detailed 
information  is  provided  on  each  of  these  key  variables, 
including  historical  data  and  current  trends  on  a  statewide 
and  national  basis. 

Following  the  economic  overview  is  a  list  of  "economic 
assumptions"  adopted  by  the  legislature  in  House  Joint 
Resolution  2  (HJR  2).  These  assumptions  were  used  in 
formulating  revenue  estimates,  primarily  for  the  general 


fund.  The  assumptions  and  resulting  revenue  estimates  were 
presented  to  the  1997  legislature  in  accordance  with  section 
5-18-107(5)(b),  MCA.  This  statute  specifies  that  the 
Revenue  Oversight  Committee's  (ROC)  estimate,  as 
introduced  in  the  legislature:  "constitutes  the  legislature's 
current  revenue  estimate  until  amended  or  until  final 
adoption  of  the  estimate  by  both  houses."  It  is  intended  that 
the  legislature's  estimate  and  the  assumptions  underlying  the 
estimates  will  be  used  by  all  agencies  with  responsibilities 
for  estimating  revenues  or  costs,  including  the  preparation  of 
fiscal  notes. 

The  1997  legislature  adopted  HJR  2  with  some 
modifications  to  the  information  offered  by  ROC.  The 
economic  assumptions  contained  in  HJR  2  are  reflected  in 
the  more  detailed  general  fund  information  that  follows  the 
discussion  of  the  key  economic  variables.  The  general  fund 
revenue  section  begins  with  an  overview  of  the  major 
components  contributing  to  the  general  fund  and  the  amount 
of  revenue  projected  as  a  result  of  the  assumptions  adopted 
by  the  legislature.  Historical  and  statistical  information  is 
also  presented  on  key  revenue  sources. 

Senate  Bill  83,  passed  by  the  1995  legislature,  revised  laws 
concerning  dedicated  revenue  and  statutory  appropriations, 
changing  the  method  of  accounting  for  revenue  formerly 
deposited  into  the  school  equalization  account  (SEA).  All 
sources  of  revenue  previously  deposited  in  the  SEA  are 
deposited  in  the  general  fund  beginning  in  fiscal  1996. 


ECONOMIC  OVERVIEW 


Personal  Income 


Montana's  total  personal  income  is  defined  as  labor  income, 
transfer  payments,  dividends,  interest,  and  rents,  less 
personal  contributions  for  social  security.  This  variable  is 
critical  in  budget  development  because  of  its  impact  on  state 
government  tax  receipts  and  disbursements.  Total  personal 
income  not  only  limits  the  growth  in  government 
disbursements,  it  also  reflects  the  ability  of  the  people  of 
Montana  to  purchase  food,  clothing,  automobiles,  and  other 
items.  Collections  of  personal  income  tax,  corporate  income 
tax,  and  many  other  taxes,  such  as  liquor  and  insurance,  are 
affected  by  personal  income  levels. 


From  1973  to  1995,  total  personal  income  increased  349 
percent  in  Montana  versus  455  percent  nationally.  The 
state's  per  capita  income  for  calendar  1995  was  $18,451 
compared  with  the  national  figure  of  $23,208.  As  shown  in 
the  table  that  follows,  Montana's  growth  in  total  personal 
income  is  expected  to  lag  that  for  the  United  States  (U.S.)  in 
calendar  1996,  exceed  the  national  growth  rate  in  1997  and 
1 998,  and  nearly  match  the  national  income  growth  in  1 999. 
This  trend  is  premised  on  moderate  economic  growth  and 
the  continued  shift  in  employment  from  basic  industries  to 
the  service  sectors. 


The  following  tables  summarize  personal  income  statistics 
for  Montana  and  the  U.S. 
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Montana 

Montana 

Ub 

Personal 

Percent             Wage&Salary 

Percent 

Personal 

Percent 

Y 

ear        Income  (Millions) 

Change         Income  (Millions) 

Change 

ncome  (Billions) 

Change 

A 

1973 

$3,576,381 

$1,837,813 

$1,099,306 

A 

1974 

3.880.676 

8.51% 

2,065.305 

12.38% 

1,208.349 

9.92% 

A 

1975 

4,234.215 

9.11% 

2,266.340 

9.73% 

1,310.949 

8.49% 

A 

1976 

4,565.024 

7.81% 

2,519.252 

11.16% 

1,451.346 

10.71% 

A 

1977 

4,947.891 

8.39% 

2,806.663 

11.41% 

1.606.998 

10.72% 

A 

1978 

5,875.492 

18.75% 

3,212.527 

14.46% 

1.814.490 

12.91% 

A 

1979 

6,336.245 

7.84% 

3,591.440 

11.79% 

2,041.337 

12.50% 

A 

1980 

6,961.953 

9.88% 

3,870.595 

7.77% 

2,279.172 

11.65% 

A 

1981 

7,873.051 

13.09% 

4,229.055 

9.26% 

2.549.086 

11.84% 

A 

1982 

8,277.643 

5.14% 

4.345.579 

2.76% 

2.708.629 

6.26% 

A 

1983 

8,687.858 

4.96% 

4.520.299 

4.02% 

2,886.185 

6.56% 

A 

1984 

9,188.687 

5.76% 

4.707.860 

4.15% 

3.194.722 

10.69% 

A 

1985 

9.339.366 

1.64% 

4.767.322 

1.26% 

3.427.423 

7.28% 

A 

1986 

9.894.001 

5.94% 

4,710.578 

-1.19% 

3.635.655 

6.08% 

A 

1987 

10,162.831 

2.72% 

4,827.974 

2.49% 

3.862.977 

6.25% 

A 

1988 

10,355.403 

1.89% 

5.104.346 

5.72% 

4.160.730 

7.71% 

A 

1989 

11,348.614 

9.59% 

5,357.027 

4.95% 

4,474.014 

7.53% 

A 

1990 

12,031.094 

6.01% 

5,706.942 

6.53% 

4,774.005 

6.71% 

A 

1991 

12,887.062 

7.11% 

6,071.947 

6.40% 

4.950.808 

3.70% 

A 

1992 

13,640.752 

5.85% 

6,519.817 

7.38% 

5.248.619 

6.02% 

A 

1993 

14,816.921 

8.62% 

6,946.991 

6,55% 

5.471,129 

4,24% 

A 

1994 

15,158.279 

2.30% 

7,339.619 

5.65% 

5.739.851 

4.91% 

A 

1995 

16,052.167 

5.90% 

7,696.882 

4.87% 

6.097.977 

6.24% 
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1997 

17,349.705 

4.82% 

8.482.358 

4.82% 

6,703.641 

4.30% 

F 

1998 

18,189.688 

4.84% 

8.897.264 

4.89% 

7,018.712 

4.70% 

F 

1999 

19,098.768 

5.00% 

9.336.430 

4.94% 

7,369.648 

5.00% 
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Employment 

Total  state  employment  measures  the  ability  of  the  state's 
economic  base  to  provide  jobs  for  its  residents. 

When  forecasting  state  revenues,  non-farm  wage  and  salary 
employment  is  used  as  a  proxy  for  employment  levels.  Even 
though  this  statistic  does  not  include  all  employment,  it  does 
provide  a  consistent  indicator  of  the  relevant  labor  market. 

Employment  levels  in  the  state  impact  wage  and  salary 
income  and  are  also  indicative  of  the  state's  business 
activity.  The  relationship  among  wage  and  salary  income, 
consumer  spending,  and,  ultimately,  corporate  profits 
explains  why  personal  income,  corporate  income,  and 
sumptuary  taxes  are  affected  by  changes  in  this  variable. 

From  calendar  1975  to  1995,  Montana's  non-farm  wage  and 


salary  employment  grew  by  about  47  percent  or  112,500 
jobs.  Almost  all  of  this  increase  was  in  the  wholesale/retail 
trade  and  service  sectors.  Traditionally,  these  jobs  have 
been  at  the  lower  end  of  the  pay  scale.  In  the  1980s,  the 
manufacturing,  mining,  construction,  and  transportation 
sectors  experienced  decreased  employment.  These  jobs  tend 
to  have  higher-than-average  salaries. 

The  table  below  provides  historical  and  forecast  values  for 
non-farm  wage  and  salary  employment.  Employment  is 
expected  to  increase  approximately  2.2  percent  per  year  in 
calendar  1996  through  1999.  Most  of  the  growth  is  expected 
in  the  services  sector. 

Since  1975,  Montana's  average  annual  growth  rate  in 
employment  has  been  2.0  percent.  The  majority  of  this 
growth  occurred  in  the  1970s  and  in  the  early  1990s,  after 
stagnating  during  the  1980s. 
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1987 
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1988 
1989 

283.000 
291.100 

2.57% 
2.86% 

142.700 
149.300 

50.42% 
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1990 

297.300 

2.13% 

153.400 

51.60% 

100 

1991 

303.900 

2.22% 

158.900 

52.29% 

y 

-1% 

1992 

317.100 

4.34% 

167.000 

52.66% 

I 

1993 

325.800 

2.74% 
4.42% 
3.09% 

174.100 
184.300 
192.700 

53.44% 
54.17% 
54.95% 

0 

1 1 

J  Actual         ^Forecast      g%  Change 
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■4% 

1994 
1995 

340.200 
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Forecast 

1596 

358.300 

2.17% 

199.900 

55.79% 

1977        1981        1985        1989        1993        1997 
Calendar  Year 

Forecast 
Forecast 

1997 
1998 

366.000 
373.900 

2.15% 
2.16% 

206.800 
213.900 

56.50% 

57.21% 

Forecast 

1999 

382.000 

2.17% 

221.300 

57.93% 
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Population  and  Employment 

Changes  in  state  population  have  an  effect  on  state 
government  receipts  and  disbursements.  During  times  of 
strong  economic  growth,  additional  job  opportunities  are 
produced  to  accommodate  a  growing  population.  Higher 
employment  produces  greater  state  revenues  to  support 
growing  education  and  human  service  needs.  As  economic 
growth  moderates,  unemployment  may  increase,  thereby 
impacting  revenues  available  for  state  and  local  government 
services. 

From  calendar  1975  to  1995,  Montana's  total  population 
grew  by  approximately  16.5  percent  or  123,000  people  -  an 
annual  average  rate  of  .76  percent.  Montana's  population 
peaked  in  calendar  1985,  then  declined  until  calendar  1991 
when  population  began  to  increase  again.  In  calendar  1992, 
1993  and  1994,  population  increased  at  a  faster  rate  than  in 
any  other  year  since  calendar  1973,  approaching  2.0  percent 
per  year.  The  rate  of  growth  dropped  to  1 .6  percent  in 
calendar  1995. 

The  following  table  shows  the  relationship  between 
population  growth  and  employment.  Generally,  population 
growth  is  a  result  of  birth  rates  and  in-migration. 


When  employment  prospects  are  high,  more  people  in  their 
child-bearing  years  remain  in  the  state  while  non-residents 
tend  to  migrate  to  the  available  jobs.  There  is,  however,  a 
lag  between  increased  job  and  population  growth  as  people 
are  slow  to  acknowledge  increasing  (or  declining) 
employment  opportunities.  Job  growth  in  Montana  peaked 
in  calendar  1978  and  remained  relatively  stable  for  a  ten- 
year  period  until  calendar  1988  when  it  began  to  increase. 
However,  population  increased  until  calendar  1985,  after 
which  it  declined.  The  resumption  of  employment  growth 
in  calendar  1988  did  not  spur  increased  population  growth 
until  calendar  1991.  The  lag  between  job  and  population 
growth  is  highly  variable  and  is  somewhat  contingent  on  job 
opportunities  in  other  states  as  well  as  the  type  of  new  jobs 
in  Montana. 

The  high  rates  of  employment  and  population  growth 
observed  in  calendar  1992,  1993  and  1994,  are  expected  to 
moderate  in  the  future.  As  a  result,  Montana's  annual 
employment  growth  is  expected  to  be  near  2.2  percent  while 
population  growth  is  expected  to  be  about  1 .8  percent  per 
year. 
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Change 

Montana  Data 
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1975 
1976 
1977 
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1987 
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-0.98% 
-0.49% 
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0,8 

y      jT  -»«v^ 

1989 

0.806 

0.12% 

291.100 

2.86% 
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-0.86% 

297.300 

2.13% 
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200 

1991 

0.808 

1.12% 

303.900 

2.22% 
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1992 
1993 

0.823 
0.841 

1.86% 
2.19% 

317.100 
325.800 

4.34% 
2.74% 
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19% 
1997 

0.886 
0.901 

1.84% 
1.69% 

358.300 
366.000 

2.17% 
2.15% 

Calendar  Year 

Forecast 

1998 

0.917 

1.78% 

373.900 

2.16% 

Forecast 

1999 

0.934 

1.85% 

382.000 

2.17% 
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Energy  Prices 

Montana  has  vast  potential  for  oil,  coal,  and  natural  gas 
exploration  and  extraction.  Because  of  this  potential  and  the 
current  level  of  natural  resource  taxation,  energy  prices  play 
a  critical  role  in  the  budgetary  process.  Oil,  coal,  and  natural 
gas  severance  taxes  are  directly  affected  by  energy  prices. 


Oil 


Average  natural  gas  well-head  prices  were  relatively  high  in 
calendar  1996.  After  falling  in  the  summer,  natural  gas 
prices  reached  historic  highs  in  December  1996  in  response 
to  cold  weather  in  the  Eastern  and  Southern  U.S.  Stocks  of 
natural  gas  are  also  low.  As  producers  build  stocks,  natural 
gas  prices  are  expected  to  decline  through  1998  and  then  rise 
slightly  in  calendar  1999. 

Coal 


Oil  well-head  prices  are  expected  to  average  $18,035  per 
barrel  during  calendar  year  1996,  decrease  to  $17,625  per 
barrel  in  calendar  year  1998  and  then  increase  to  $18,244  in 
calendar  1999.  The  current  relatively  high  price  per  barrel 
reflects  low  world  inventories  of  all  petroleum  products  and 
improving  economic  conditions  in  the  industrial  countries. 
The  Organization  of  Petroleum  Exporting  Countries  (OPEC) 
is  expected  to  increase  output  in  the  coming  year  and  Iraq 
has  been  allowed  to  sell  limited  quantities  of  oil  on  the 
world  market.  These  events  should  lead  to  a  reduction  in  oil 
prices  during  the  forecast  period. 

Natural  Gas 

Under  the  federal  Natural  Gas  Policy  Act  of  1978,  prices  for 
all  new  gas  were  deregulated  on  January  1,  1985.  As 
anticipated,  prices  decreased  with  deregulation  due  to 
contract  renegotiations,  lower  import  prices  primarily  from 
Canada,  and  the  competitive  prices  of  other  fuels. 


The  coal  industry  in  Montana  and  the  rest  of  the  U.S.  is 
heavily  dependent  upon  demand  for  electrical  power. 
Moderate  economic  growth  at  the  national  level,  combined 
with  energy  conservation,  may  contribute  to  moderate 
electrical  usage  growth. 

With  low  demand  and  the  competitive  prices  of  other  fuels, 
coal  prices  have  remained  soft.  These  conditions,  in 
conjunction  with  a  shift  from  long-term  contracts  to  spot 
market  sales,  have  caused  prices  to  remain  stable  to 
declining  since  calendar  1988.  Because  of  the  soft  market, 
it  is  assumed  coal  companies  will  hold  prices  relatively 
constant  to  maintain  competitiveness  with  other  fuels. 

The  following  tables  provide  historical  and  projected  energy 
prices  for  oil,  coal,  and  natural  gas.  Historical  data  reflects 
information  reported  on  tax  returns,  while  forecasts  are  those 
adopted  by  the  legislature  in  HJR  2. 
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Montana 

Montana 

Montana 

Montana 

Montana 

Montana 

Oil 

Oil 

Percent 

Coal 

Coal             Percent 

Nat.  Gas 

Nat.  Gas 

Percent 

Price 

Production 

Change 

Price 

Production        Ch 

inge 

Price 

Production 

Change 

Year 

(Dollars) 

(Millions) 

Oil  Price 

(Dollars) 

(Millions)      Coal  Price 

(Dollars) 

(Millions) 

N.  Gas  Price 

A    1977 

8.582 

31.725 

4.344 

27.205 

A    1978 

9.253 

28.164 

7.82% 

5.154 

26.418          18.63% 

A    1979 

12.279 

28.337 

32.70% 

6.951 

32.350          34.87% 

A    1980 

22.250 

28.539 

81.20% 

7.724 

29.752           11.12% 

1.419 

A    1981 

34.317 

29.639 

54.23% 

8.686 

33.188          12.46% 

1.828 

40.225 

28.82% 

A    1982 

31.311 

29.944 

-8.76% 

9.759 

27.768           12.35% 

2.067 

46.533 

13.07% 

A    1983 

28.804 

28.695 

-8.01% 

10.332 

28.609 

5.87% 

2.287 

46.036 

10.64% 

A    1984 

28.066 

29.602 

-2.56% 

9.846 

32.848           -4.71% 

2.355 

47.281 

2.97% 

A    1985 

25.243 

29.318 

-10.06% 

9.592 

33.187 

2.57% 

2.175 

48.669 

-7.64% 

A    1986 

13.518 

26.525 

-46.45% 

8.387 

33.648         -12.57% 

1.919 

44.416 

-11.77% 

A    1987 

16.631 

23.961 

23.03% 

8.240 

34.053 

1.74% 

1.438 

49.182 

-25.07% 

A    1988 

13.843 

22.064 

-16.76% 

7.385 

37.678         -10.38% 

1.282 

54.086 

-10.85% 

A    1989 

17.098 

19.957 

23.51% 

7.209 

34.469 

2.38% 

1.461 

52.622 

13.96% 

A    1990 

21.561 

18.613 

26.10% 

7.484 

34.984 

3.82% 

1.427 

53.194 

-2.33% 

A    1991 

18.209 

18.619 

-15.55% 

7.913 

35.325 

5.73% 

1.281 

56.442 

-10.23% 

A    1992 

17.198 

17.491 

-5.55% 

7.415 

36.248 

6.29% 

1.279 

57.651 

-0.16% 

A    1993 

14.752 

16.733 

-14.22% 

8.014 

32.911 

8.08% 

1.401 

57.845 

9.54% 

A    1994 

13.555 

15.831 

-8.11% 

7.597 

37.670 

5.20% 

1.228 

52.760 

-12.35% 

A    1995 

14.963 

15.945 

10.39% 

7.430 

35.009 

2.20% 

0.986 

50.891 

-19.71% 

1-'  lyyfc 

1«.UJS 

o.jjy 

'iU.SJ% 

/.4:SU 

J/.J3Z 

U.UU% 

i.jyj 

S4.4J6 

41.ZS7P 

F    1997 

17.649 

14.843 

-2.14% 

7.430 

35.499 

0.00% 

1.183 

54.480 

-15.08% 

F    1998 

17.625 

14.405 

-0.14% 

7.430 

35.707 

0.00% 

1.098 

54.712 

-7.19% 

F    1999 

18.244 

14.070 

3  .5  1  % 

7.430 

35.692 

0.00% 

1.167 

54.902 

6.28% 
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Interest  Rates 

Interest  rates  are  highly  susceptible  to  federal  policies  and 
the  actions  of  the  Federal  Reserve  Board.  Critical  factors 
affecting  interest  rates  include  the  Federal  Reserve's 
philosophy  on  fiscal  and  monetary  policy,  the  federal  deficit, 
and  changes  in  the  value  of  the  dollar. 

Interest  rates  declined  sharply  in  calendar  1991,  1992,  and 
1993,  reaching  the  lowest  levels  in  over  twenty  years. 
Interest  rates  rose  sharply  throughout  calendar  1994.  The 
Federal  Reserve  raised  the  discount  rate  three  times  in 
calendar  1994  from  3.00  percent  to  4.75  percent  while  the 
more  important  federal  funds  rate,  which  financial 
institutions  charge  each  other  for  overnight  loans,  was 
increased  six  times  from  3.00  percent  to  5.50  percent.  The 
increase  in  short-term  interest  rates  by  the  Federal  Reserve 
was  in  response  to  increasing  concern  that  the  U.S.  economy 
was  operating  at  near-full  capacity,  while  borrowing  demand 
for  housing  and  durable  goods  remained  strong. 


Interest  rates  directly  affect  Montana's  investment  earnings 
from  both  short  and  long-term  securities.  In  addition,  these 
rates  impact  other  tax  sources  by  influencing  economic 
conditions  such  as  construction  activity,  consumer  spending, 
and  business  borrowing. 

The  following  table  provides  historical  interest  rate 
information  as  provided  by  Wharton  Econometrics.  Also 
presented  in  the  table  are  the  projected  interest  rates  adopted 
by  the  legislature  in  HJR  2. 

Since  the  dramatic  increase  in  calendar  1994,  short-term 
interest  rates  fell  steadily  in  calendar  1995  and  1996.  Long- 
term  rates  in  calendar  1995  also  fell  from  high  levels  in 
1994,  increased  at  the  beginning  of  calendar  1996,  but  since 
have  fallen  to  between  6.50  percent  to  7.00  percent.  Both 
short  and  long-term  interest  rates  are  expected  to  continue 
modest  declines  as  the  national  economy  endures  slower 
growth. 
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C 
Y 

Average 
Short 
Rates 

Percent 
Change 

Average 
Long 
Rates 

Percent 
Service 

Average  Interest  Rates 

Short  and  Long-Term  Securities 

1975 
1976 

6.110 
5.205 

-14.81% 

9.266 
8.636 

-6.80% 

20 

1977 

5.488 

5.43% 

8.216 

-4.86% 

1978 

7.678 

39.91% 

8.948 

8.91% 

1979 

10.503 

36.80% 

10.002 

11.78% 

15 

1980 

11.938 

13.66% 

12.464 

24.62% 

■^ 

1981 

14.480 

21.30% 

14.836 

19.03% 

/\  \    B 

1982 

11.368 

-21.50% 

14.424 

-2.78% 

S    \  ^\ 

1983 

8.783 

-22.74% 

12.418 

-13.91% 

/        W          \ 

1984 

9.885 

12.55% 

13.252 

6.72% 

S    10 

9           \          \ 

1985 

7.773 

-21.37% 

11.694 

-11.76% 

S 

JS                 yf                     \M       Va-^-g.™ 

1986 

6.225 

-19.91% 

8.978 

-23.23% 

B-gj7         V     aT^ 

1987 

6.365 

2.25% 

9.490 

5.70% 

/                            \        M\        H*^'*^ 

1988 

7.230 

13.59% 

9.870 

4.00% 

■       /                              ■■«           V                 ^^"1^^ 

1989 

8.483 

17.32% 

9.274 

-6.04% 

5 

-       ■'*^                                                     \          /*^~*^.A_» 

1990 

7.738 

-8.78% 

9.380 

1.14% 

V  /      ** 

1991 

5.633 

-27.21% 

8.824 

-5.93% 

■^ 

1992 

3.633 

-35.51% 

8.130 

-7.86% 

1993 
1994 
1995 

3.163 
4.618 
5.730 

-12.94% 
46.01% 
24.09% 

7.106 
7.932 
7.508 

-12.60% 
11.62% 

-5.35% 

(Actual  Short     ^Forecast  Short  g Actual  Long      ^ Forecast  Long 

0 

1    1    1   1    1    1    1    1 1    1    1    1    1    1    1    1 

1975          1979          1983          1987          1991          1995          1999 

Forecast 

1996 

5.203 

-9.21% 

7.302 

-1.68% 

1977         1981          1985          1989         1993          1997 

Forecast 

1997 

5.043 

-3.08% 

6.610 

-10.46% 

Calendar  Year 

Forecast 

1998 

4.908 

-2.68% 

6.354 

-3.87% 

■ 

Forecast 

1999 

4.903 

-0.10% 

6.306 

-0.76% 

12 


ECONOMIC  OVERVIEW 


Inflation 

Inflation  indices  measure  the  rate  of  price  escalation  and/or 
decrease  for  goods  and  services.  The  most  commonly  used 
statistic  is  the  Consumer  Price  Index  (CPI)  which  is  based 
on  the  price  of  food,  clothing,  shelter,  fuel,  drugs, 
transportation  fares,  doctor  and  dentist  fees,  and  other  items. 

During  high  inflationary  periods,  consumption  of  goods  and 
services  may  decline.  This  not  only  slows  employment 
growth,  but  may  also  discourage  business  activity  because 
of  higher  operating  costs.  Low  inflation  may  result  in  higher 
consumption,  increased  employment,  and  greater  business 
opportunities. 

Inflation  rates  have  an  impact  on  most  revenue  sources.  The 
sources  that  are  especially  impacted  include  personal  income 


taxes,  public  institution  reimbursements,  and  corporation 
taxes. 

An  annual  inflation  rate  of  2.83  percent  occurred  during 
calendar  year  1995.  This  rate  is  forecast  to  increase  to  2.89 
percent  in  calendar  1996  and  then  decrease  to  around  2.70 
percent  during  calendar  years  1997,  1998,  and  1999.  This 
outlook  anticipates:  1 )  modest  wage  compensation  growth 
because  of  the  need  to  make  U.S.  exports  competitive;  2) 
energy  prices  falling  modestly;  3)  food  prices  increasing 
slightly  throughout  the  forecast  period;  and  4)  continued 
improvements  in  labor  productivity. 

The  table  below  shows  the  U.S.  CPI  measure  of  inflation  as 
published  by  Wharton  Econometrics.  This  national  average 
is  provided  because  an  index  for  Montana  is  not  available. 


C 
Y 

1975 

US 

CP 

Index 

53.800 

Percent 
Change 

Average 
Short 
Rates 

6.110 

Real 
Rates 

US  Consumer  Price  Index 

200 

IS 

1976 

56.900 

5.762 

5.205 

-0.557 

1977 

60.600 

6.503 

5.488 

-1.016 

5? 

1978 

65.200 

7.591 

7.678 

0.087 

A                 ^ 

1979 

72.600 

11.350 

10.503 

-0.848 

150 

I\             ^ 

1980 

82.400 

13.499 

11.938 

-1.562 

J  [          j^ 

1981 

90.900 

10.316 

14.480 

4.164 

\\         ^ 

10 

1982 

96.500 

6.161 

11.368 

5.207 

s 

\            A 

1983 

99.600 

3.212 

8.783 

5.571 

II 

^ 

1984 

103.900 

4.317 

9.885 

5.568 

I    100 

1    L-*^ 

U 

c 

1985 
1986 

107.600 
109.600 

3.561 
1.859 

7.773 
6.225 

4.212 
4.366 

ja      ^I 

u 

1987 

113.600 

3.650 

6.365 

2.715 

e 

M       \                  B 

£ 

1988 

118.300 

4.137 

7.230 

3.093 

--^         A 

5 

1989 

124.000 

4.818 

8.483 

3.665 

50 

-          lA  r  \ 

1990 

130.700 

5.403 

7.738 

2.335 

'-'      \    /               rw3    .-,1-1 

1991 

136.300 

4.285 

5.633 

1.348 

\l              '^^S^SSqq^ 

1992 

140.400 

3.008 

3.633 

0.625 

tt 

1993 
1994 

144.600 
148.300 

2.991 
2.559 

3.163 
4.618 

0.171 
2.059 

^Actual          ^  Forecast      g  %  Change 

0 

1 1  1  1  1 Ill 

0 

1995 

152.500 

2.832 

5.730 

2.898 

1975        1979        1983        1987         1991         1995        1999 

Forecast 

1996 

156.900 

2.885 

5.203 

2.318 

1977        1981        1985        1989        1993        1997 

Forecast 

1997 

161.100 

2.677 

5.043 

2.366 

Calendar  Year 

Forecast 

1998 

165.500 

2.731 

4.908 

2.177 

Forecast 

1999 

170.000 

2.719 

4.903 

2.184 
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1 

CY/hT 

CY/hY 

CY/hY 

CY/hY 

LY/hY 

Year 

Assunption 

Units 

1995 

1996 

1997 

1998 

1999 

Population  &  Employment  Indicators 

HJR2     CY 

MT  Population 

Millions 

0.870 

0.886 

0.901 

0.917 

0.934 

HJR2     CY 

MT  Non-Farm Enployment 

Thousands 

350.700 

358.300 

366.000 

373.900 

382.000 

Montana  Income  Indicators 

Com       CY 

MT  Total  Personal  Income 

Million  $'s 

16,052.167 

16,551.630 

17349.705 

18,189.688 

19,098.768 

HJR2     CY 

MT  Net  Farm  Income 

Million  $'s 

332.107 

503363 

514.746 

536271 

536.039 

Com       CY 

MT  Wage  &  Salary  Income 

Million  $'s 

7,696.882 

8,092.569 

8,482358 

8,897264 

9336.430 

Individual  Income  Tax  Indicators 

Com        CY 

MT  Wage  &  Salary  Growth 

%  Change 

4.87% 

5.14% 

4.82% 

4.89% 

4.94% 

HJR2     CY 

MT  Interest/Dividend  Growth 

%  Change 

14.66% 

4.43% 

426% 

2.94% 

231% 

HJR2     CY 

MT  NetBusiness  Income 

%  Change 

-3.40% 

3.80% 

3.60% 

3.60% 

3.60% 

HJR2     CY 

MT  Capital  Gains/Losses  Income 

%  Change 

-9.14% 

5.00% 

5.00% 

5.00% 

5.00% 

HJR2     CY 

MT  Rent/Roy  ./Partnership  Income 

%  Change 

4.82% 

5.00% 

5.00% 

5.00% 

5.00% 

HJR2     CY 

MT  Taxable  Pension/Social  Security  Income 

%  Change 

8.00% 

8.00% 

8.00% 

8.00% 

HJR2     CY 

MT  All  Other  Income 

%  Change 

7.44% 

81138% 

89.06% 

4721% 

3227% 

HJR2     FY 

Individual  Income  Tax  Audits 

Million  $'s 

11228 

10318 

11238 

12.199 

12i41 

Corporate  Income  Tax  Indicators 

HJR2     CY 

US  Corporate  Profits  Before  Taxes 

Billion  $'s 

598.900 

644.900 

676.500 

706.300 

721.000 

Com       CY 

MT  Corporate  Taxable  Income 

Million  $'s 

812.082 

853.735 

871.958 

892.151 

912.941 

HJR2     FY 

Corporate  Income  Tax  Audits 

Million  $'s 

9.148 

7.972 

8222 

8.447 

8214 

Inflation 

&  Interest  Rate  Indicators 

HJR2     CY 

Consumer  Price  Index 

%  Change 

2.83% 

2.89% 

2.68% 

2.73% 

2.72% 

HJR2     CY 

Short-Te  rm  Inte  re  St  Rate 

Percent 

5.73% 

520% 

5.04% 

4.91% 

4.90% 

HJR2     CY 

Long-Term  Interest  Rate 

Percent 

7.51% 

738% 

6.61% 

6.35% 

631% 

Com        FY 

Short-Term  Interest  Rate 

Percent 

5.17% 

5.47% 

5.12% 

4.98% 

4.91% 

Com        FY 

Long-Term  Interest  Rate 

Percent 

7.72% 

7.45% 

7.00% 

6.48% 

633% 

Com        FY 

TCA  Average  Yield 

Percent 

551% 

5.49% 

5.51% 

531% 

531% 

HJR2     FY 

TCA  Average  Balance  W/Trans 

Million  $'s 

297.844 

296.929 

275296 

272.851 

265363 

HJR2     FY 

TRANS  Issue  Size 

Million  $'s 

70.100 

101200 

59i00 

59300 

59.500 

HJR2     FY 

Permanent  Trust  Gains/Losses 

Million  $'s 

(1.083) 

0363 

0363 

0363 

0363 

HJR2     FY 

Treasure  State  Endowment  Gains/Losses 

Million  $'s 

(0.006) 

0.000 

0.000 

0.000 

0.000 

HJR2     FY 

Common  School  Trust  Gains/Losses 

Million  $'s 

0.150 

0.196 

0.173 

0.185 

0.179 

HJR2     FY 

Resource  Indemnity  Trust  Gains/Losses 

Million  $'s 

(0.430) 

0235 

0235 

0235 

0235 

HJR2     FY 

Parks  Trust  Gains/Losses 

Million  $'s 

0.000 

0.000 

0.000 

0.000 

0.000 

HJR2     FY 

Arts  Trust  Gains/Losses 

Million  $'s 

0.027 

0.000 

0.000 

0.000 

0.000 
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MAJOR  ECONOMIC  ASSUMPTIONS 


1 

CY/FY 

CY/FT 

(JY/hY 

CY/l-Y 

CY/t-Y 

Year 

Assumption 

Units 

1995 

1996 

1997 

1998 

1999 

Natural  Resource  Tax  Indicators 

HJR2 

CY 

Severance  Tax  Oil  Production 

Million  Barrels 

15.945 

15339 

14.843 

14.405 

14.070 

HJR2 

CY 

Montana  Oil  Price 

$/ Barrel 

14.963 

18.035 

17.649 

17.625 

18244 

HJR2 

CY 

Severance  Tax  Coal  Production 

Million  Tons 

35.009 

32352 

35.499 

35.707 

35.692 

HJR2 

CY 

Montana  Coal  Price 

CSP$'s/Ton 

7.430 

7356 

7340 

7217 

7.073 

HJR2 

CY 

Severance  Tax  Natural  Gas  Production 

MiUion  MCF's 

50.891 

54.436 

54.480 

54.712 

54.902 

HJR2 

CY 

Montana  Natural  Gas  Price 

$/MCF 

0.986 

1393 

1.183 

1.098 

1.167 

HJR2 

CY 

Copper  Production 

Million  lbs 

110.126 

102.144 

90261 

98521 

98521 

HJR2 

CY 

Silver  Production 

Million  ozs 

1.715 

1.385 

1.411 

1.451 

1.451 

HJR2 

CY 

Gold  Production 

Million  ozs 

0.395 

0298 

0304 

0375 

0375 

IUR2 

CY 

Lead  Production 

Million  lbs 

10231 

10250 

10250 

10250 

10250 

HJR2 

CY 

Zinc  Production 

Million  lbs 

27.961 

25500 

25300 

25500 

25500 

HJR2 

CY 

Molybdenum  Production 

Million  lbs 

9.085 

10.021 

10.617 

9.170 

9.170 

HJR2 

CY 

Palladium  Production 

Million  ozs 

0.180 

0211 

0307 

0368 

0368 

HJR2 

CY 

Platinum  Production 

Million  ozs 

0.055 

0.064 

0.093 

0.112 

0.112 

HJR2 

CY 

Nickel  Production 

Million  lbs 

0239 

0.000 

0.000 

0.000 

0.000 

HJR2 

CY 

Rhodium  Production 

Million  ozs 

0.001 

0.000 

0.000 

0.000 

0.000 

HJR2 

CY 

Copper  Price 

$/  lbs 

1.069 

0.900 

0.900 

0.900 

0.900 

HJR2 

CY 

Silver  Price 

$/  ozs 

4.941 

5.000 

5.000 

5.000 

5.000 

HJR2 

CY 

Gold  Price 

$/  ozs 

383302 

380.000 

380.000 

380.000 

380.000 

HJR2 

CY 

Lead  Price 

$/  lbs 

0300 

0.300 

0300 

0300 

0300 

HJR2 

CY 

Zinc  Price 

$/  lbs 

0.460 

0.450 

0.450 

0.450 

0.450 

HJR2 

CY 

Molybdenum  Price 

$/  lbs 

7.136 

2.500 

2500 

2500 

2500 

HJR2 

CY 

Palladium  Price 

$/  ozs 

156.558 

150.000 

150.000 

150.000 

150.000 

HJR2 

CY 

Platinum  Price 

$/  ozs 

427208 

425.000 

425.000 

425.000 

425.000 

HJR2 

CY 

Nickel  Price 

$/  lbs 

3.831 

3.000 

3.000 

3.000 

3.000 

HJR2 

CY 

Rhodium  Price 

$/  ozs 

551i71 

725.000 

725.000 

725.000 

725.000 

Com 

CY 

Total  Metal  Value 

Million  $'s 

406.610 

310.718 

330560 

378596 

378596 

HJR2 

FY 

Total  Federal  Forest  Receipts 

Million  $'s 

57.929 

42223 

33.136 

28.000 

28.000 

Property 

Value  Indicators 

Com 

FY 

Total  Statewide  Taxable  Valuation 

Million  $'s 

1.763.019 

1,813.439 

1,855.995 

2231245 

2252.484 

Com 

FY 

Net/Gross  Proceeds  Taxable  Valuation 

Million  $'s 

13.623 

13252 

16.753 

13.781 

14.460 

HJR2 

FY 

All  Other  Taxable  Valuation 

Million  $'s 

1,749396 

1.800.187 

1,839242 

2217.464 

2238.024 

HJR2 

FY 

Statewide  Vehicle  Value 

Million  $'s 

2,481.168 

2,745.651 

2,973540 

3,187.635 

3,415551 

HJR2 

FY 

SB  417  Reimbursement  Deduction 

Million  $'s 

2.777 

7338 

12544 

14.685 
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MAJOR  ECONOMIC  ASSUMPTIONS 


Year 


Assumption 


Consumption  Tax  Indicators 

HJR2  FY    Liquor  Unit  Sales 

HJR2  FY    Liquor  Cost  Per  Unit 

Com  FY    Liquor  Net  Sales 

HJR2  FY    Liquor  Operations  Budget 

BJR2  FY    Beer  Barrels 

IUR2  FY   Wine  Liters 

HJR2  FY    Cigarette  Packs 

HJR2  FY    Tobacco  Value 

HJR2  FY    Gallons  of  Gasoline 

HJR2  FY    Gallons  of  Diesel 

HJR2  FY    Video  Machine  Net  Income 

HJR2  FY    Total  Lottery  Sales 

HfR2  FY    Insurance  Premiums  Growth 

ftJRZ  FY    Insurance  Premiums  Tax  Credit 

HJR2  FY    Police  &  Fire  OK  n  Retirement 

HJR2  FY    Telephone  Taxable  Income 

HJR2  FY    Kilowatt  Hours  Produced 

Other  Indicators 

HJR2  FY    Medicaid  Reimbursements 

HJR2  FY    MDC  Debt  Service 


Units 


Million  $'s 
Million  $'s 


CY/FY 
1995 


CY/FY 
1996 


CY/FY 
1997 


CY/FY 
1998 


13296 
0.000 


13.035 
0.000 


13.397 
1.090 


13.759 
1.092 


CY/FY 
1999 


Million  $'s 

4.778 

5J28 

5.052 

5.052 

5.052 

$'s  /  Unit 

10268 

9.506 

10.495 

10.721 

10.972 

Million  $'s 

38.820 

40.644 

37.454 

38263 

39.158 

Million  $'s 

7.065 

3.033 

1.607 

1.624 

1.640 

Millions 

0.748 

0.774 

0.784 

0.793 

0.802 

Millions 

5.039 

5334 

5.341 

5.348 

5.355 

Millions 

81i03 

75.979 

73.448 

71.001 

68.636 

Million  $'s 

11.569 

12.636 

13.613 

14.651 

15.754 

Millions 

472.474 

488.855 

493.744 

498.681 

503.668 

Millions 

238.868 

250256 

252.758 

255286 

257.839 

Million  $'s 

208.073 

213i65 

222301 

231.432 

241245 

Million  $'s 

32.758 

31.761 

30.795 

29.858 

28.949 

%  Change 

134% 

7.60% 

4.88% 

4.82% 

4.77% 

Million  $'s 

3266 

3357 

2524 

1.995 

1.793 

Million  $'s 

9.497 

9.866 

10.140 

10.415 

10.698 

Million  $'s 

266.715 

261.607 

294.736 

301.722 

308.872 

Millions 

20,426.067 

18322.356 

19,817.529 

21318.646 

21239246 

14.134 
-1.091 
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Introduction 

The  economic  variables  and  assumption  forecasts  described 
in  the  preceding  sections  are  utilized  as  part  of  the 
forecasting  process  for  the  general  fiind  revenue  sources.  As 
shown  graphically  below,  these  various  sources  can  be 
grouped  by  major  component  to  determine  their  relative 
importance  to  the  overall  general  fund  revenue  picture. 
Major  component  categories  include:  personal  income  tax, 
corporation  income  tax,  property  tax,  income  from  the  state's 
natural  resources,  interest  earnings,  insurance  taxes,  and 
numerous  other  fees,  fines,  and  taxes.  Clearly,  personal 
income  tax  represents  the  largest  source  of  revenue  for  the 
state's  general  fund,  contributing  close  to  42.3  percent  of  the 
fund's  income. 


Property  tax  receipts,  lottery  profits,  U.S.  mineral  royalties, 
and  common  school  trust  interest  and  income,  as  well  as 
other  minor  sources,  were  deposited  in  the  general  fund  for 
the  first  time  in  fiscal  1996.  SB  83,  passed  by  the  1995 
legislature,  authorized  this  change. 

The  table  on  the  next  page  provides  historical  and  forecast 
levels  of  revenue  for  the  major  revenue  sources  contained  in 
the  seven  revenue  component  categories  mentioned 
previously.  Actual  fiscal  1996  revenue  figures  are  provided, 
along  with  projections  for  fiscal  1997  through  1999.  The 
estimates  of  general  fund  revenue  during  the  1999  biennium 
are  based  on  the  assumptions  adopted  by  the  legislature  in 
House  Joint  Resolution  (HJR)  2  and  as  modified  by 
legislation  enacted  by  the  1997  Legislature. 


General  Fund  Revenue 

By  Major  Component  1 999  Biennium 


<  IS  0%)  A  B  CXherRcvenues 


(4.1%)  insurance  l^xes 
(23%)  Natural  RrsdUPCcTixci 


(9  7%Hnvc5;tmcni  Eamngs 


{4231(J  Individual  I  ncfime  T^xes 


(P£%(  Property  T>!»c: 


(69^  Oitporalion  1  ncome  "ftxes 


IW/ 

IWI 

Major  Category 

Biennium 

Biennium 

Percent 

Estmiate 

ELsBmate 

Change 

Millions 

Millions 

Individual  Income  Taxes 

786.486 

859.096 

923% 

Corporadon  Income  Tanes 

134J56 

140  J62 

4.47% 

Property  Taxes 

411.967 

397  i93 

-3.49* 

Investment  Eiamings 

199.482 

l%.751 

-1J7* 

Natural  Resource  Taxes 

48-W2 

47J38 

-2.40% 

Insurance  Taxes 

54J71 

84.251 

5439% 

AU  Other  Revenues 
Total  General  Fund 

320.279 
$1,955,613 

3M.793 
$2,030,184 

^.84% 

3.81% 
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Total  general  fund  revenues  are  expected  to  increase  by 
$74.5  million  during  the  1999  biennium,  a  3.8  percent 
increase  over  revenues  in  the  1997  biennium.  Increases  in 
income  tax,  corporation  license  taxes,  and  insurance  taxes 
are  the  major  contributors  to  the  projected  growth.  The  HJR 
2  estimates  of  property  tax  revenue  during  the  1999 
biennium  reflect  the  substantial  impact  of  cyclical 
reappraisal  on  the  taxable  value  for  agricultural  land, 
residential  and  commercial  land  and  improvements,  and 
timber  land  in  tax  year  1997.  The  legislature  passed  SB  195 


which  nearly  eliminated  the  impact  of  reappraisal  on 
estimated  property  tax  and  nonlevy  revenue  during  the  1999 
biennium. 

Following  are  descriptions  summarizing  the  forecast 
methodology  used  for  each  of  the  larger  general  fund 
revenue  sources.  Also  shown  are  historical  collections  for 
each  major  source  and  projected  revenue  for  the  1999 
biennium. 


General  Fund  Revenue  Estimates 

Figures  In  Millions 

Actual 

bstimated 

bsumated 

"tsumated 

bstimated 

bstimated 

Source  of  Revenue 

Fiscal  19% 

Fiscal  1997 

Fiscal  1998 

Fiscal  1999 

Fiscal  96-97 

Fiscal  98-99 

[ndividual  Incottie  Tax 

$350,161 

$368,736 

$419J38 

$439558 

$718,897 

$859.0% 

Corporation  Income  Tax 

59.337 

61.350 

69.973 

70.389 

120.687 

140.362 

Cigarette  Tax 

0.000 

0.000 

8.723 

8.429 

0.000 

17.152 

Tobacco  Tax 

0000 

0.000 

1.812 

1.950 

0.000 

3.762 

Long-Range  Bond  Excess 

52.369 

51.951 

0.000 

0.000 

104.320 

0.000 

rCA  Interest  Earnings 

16294 

15.162 

12.624 

12234 

31.456 

24.858 

Permanent  Trust  Interest  Earnings 

41^32 

41.969 

42.611 

43218 

83.501 

85,829 

Coal  Severance  Tax 

9.714 

10.006 

9.805 

9.651 

19,720 

19.456 

Oil  Severance  Tax 

9.730 

10.175 

9.745 

9.645 

19.905 

19.390 

Metalliferous  Mines  Tax 

4.026 

3.038 

3235 

3.703 

7.064 

6.938 

Natural  Gas  Severance  Tax 

0.936 

0.877 

0.778 

0.776 

1.813 

1554 

Electrical  Energy  Tax 

3520 

3.635 

3.910 

3.895 

7.155 

7.805 

Telephone  License  Tax 

5.712 

5305 

5.431 

5560 

11.017 

10.991 

Railcar  Tax 

0.780 

6224 

2.003 

2.003 

7.004 

4.006 

Insurance  Premiums  Tax 

26.133 

28.438 

41.027 

43224 

54,571 

84251 

Institution  Reimbursements 

16.142 

15.471 

15.803 

16.193 

31.613 

31.9% 

Video  Gaming  Tax 

10.666 

11.115 

U512 

12.062 

21.781 

23.634 

Inheritance  Tax 

15.404 

14il9 

13.900 

14,400 

29,923 

28.300 

Liquor  Excise  Tax 

7203 

6.636 

6.779 

6.939 

13,839 

13.718 

Liquor  Profits 

6.300 

6322 

5.455 

5  604 

12.622 

11.059 

Beer  Tax 

1J56 

1372 

0358 

0.362 

2.728 

0.720 

Wine  Tax 

0.846 

0.835 

0.828 

0.829 

1.681 

1.657 

Drivers' License  Fee 

2i74 

3.171 

3218 

3270 

5.745 

6.488 

Vehicle  Fee 

4.805 

5204 

0.000 

0.000 

10.009 

0.000 

Motor  Vehicle  License  Fee 

9.801 

9.841 

10.085 

10.091 

19.642 

20.176 

Contractors  Gross  Receipts  Tax 

1.621 

1507 

1565 

1520 

3.128 

3.085 

All  Other  Revenue 

27298 

30.379 

32.705 

31290 

57.677 

63.995 

40  MM  Property  Tax 

81.754 

76.971 

70.360 

69084 

158.725 

139.444 

55  MiU  Properly  Tax 

122.329 

129.812 

127,416 

128.638 

252.141 

256.054 

1.5  Mill  Property  Tax 

0.000 

1.101 

1.042 

1.053 

I.lOl 

2.095 

Lottery  Profit 

7.859 

7736 

7.166 

6.838 

15595 

14.004 

Common  School  Interest&  Income 

42.032 

42.493 

42.152 

43,912 

84525 

86.064 

us  Federal  Royalty 

Total  General  Fund  Revenue 

24.959 
$963,193 

21.099 
$992,450 

20.765 
$1,002,384 

21.480 
$1,027,800 

46.058 
$1,955,643 

42245 

$2,030,184 
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Individual  Income  Tax 

Individual  or  personal  income  tax  is  the  single  largest  source 
of  revenue  to  the  general  fund,  comprising  approximately 
42.0  percent  of  total  collections. 

This  tax  was  first  enacted  in  1933  and  has  been  amended 
many  times  since  then.  The  tax  is  levied  against  taxable 
income,  which  is  defined  as  Montana  personal  income 
adjusted  for  exemptions  and  deductions.  The  marginal  tax 
rates  range  from  2.0  percent  to  1 1 .0  percent,  with  the  size  of 
the  tax  brackets  and  the  values  of  the  personal  exemption 
and  standard  deduction  fiilly  indexed  for  inflation.  Once  tax 
liability  is  determined,  the  amount  of  tax  due  is  computed  by 
subtracting  allowable  credits. 

The  income  tax  forecasts  for  the  1999  biennium  are  based  on 
moderate  growth  in  wage  and  salary  income  and 
employment.  Like  the  national  economy,  Montana's 
economic  growth  is  expected  to  remain  moderate,  primarily 
due  to  slower  population  growth  coupled  with  the  continuing 
shift  in  employment  from  basic  industries  to  the  service 
sectors.  Additional  factors  that  affect  receipts  include 
credits,  exemptions,  indexation,  and  audit  efforts  by  the 
Department  of  Revenue  (DOR).  Projections  for  fiscal  years 
1997  through  1999  are  based  on  inflation  rates  of  2.9  percent 
in  fiscal  1997  and  2.7  percent  in  each  year  of  the  1999 
biennium,  the  continuation  of  all  statutory  credits  and 
exemptions,  and  the  impacts  of  legislation.  The  projections 
also  include  annual  audit  collections  of  $1 1.2,  $12.2,  and 


$12.5  million  respectively,  for  fiscal  1997,  1998,  and  1999. 

Personal  income  tax  collections  have  historically  been 
distributed  among  three  accounts  (the  general  fund,  the  SEA, 
and  debt  service).  The  1993  legislature  eliminated  the 
distribution  of  income  tax  revenues  to  the  school 
equalization  account  (SEA)  beginning  in  fiscal  1995. 
Although  it  did  not  affect  the  distribution  of  income  tax 
revenue,  SB  83  passed  during  the  1995  legislative  session. 


Table  2 

Distribution  of  Individual  Income  Tax       | 

(Percent) 

General 

School 

Debt 

Fiscal  Year 

Fund    Equa 

lization 

Service 

1975-1986 

64.0 

25.0 

11.0 

1987-1989 

58.2 

31.8 

10.0 

1990 

57.0 

33.2 

9.8 

1991 

50.0 

41.3 

8.7 

1992-1993 

62.8 

28.5 

8.7 

1994 

59.5 

31.8 

8.7 

1995-1997 

91.3 

0.0 

8.7 

1998  and  Beyond 

100.0 

0.0 

00 

abolished  the  SEA  account  beginning  in  fiscal  1996.  Table 
2  shows  the  current  and  historical  allocations  of  these  tax 
collections.  HB  166,  passed  by  the  1997  legislature, 
distributes  100.0  percent  of  income  tax  revenue  to  the 
general  fund  beginning  in  fiscal  1998. 


Table  1 

Personal  Income  Tax  Audit  Collections    | 

Fiscal  Years  1991  ■ 

■  1999 

Fiscal  Year 

Millions 

1991  Actual 

$11.3 

1992  Actual 

14.1 

1993  Actual 

16.4 

1994  Actual 

20.2 

1995  Actual 

11.2 

1996  Actual 

10.3 

1997  Estimated 

11.2 

1998  Estimated 

12.2 

1999  Estimated 

12.5 

Personal  income  tax  collections  in  the  early  1990s  grew  at 
historically  high  rates  because  of  high  growth  in  wage  and 
salary  income,  non-wage  sources  of  income,  population 
growth,  and  the  imposition  of  surtaxes.  While  population 
growth  is  expected  to  continue  apace,  the  growth  in  wage 
and  nonwage  sources  of  income  will  slow  over  the  coming 
three  years. 

Montana's  population  is  expected  to  grow  at  rates  close  to 
those  observed  in  the  first  five  years  of  the  1990s.  Between 
1990  and  1995,  population  grew  1 .7  percent  per  year,  adding 
an  additional  14,000  residents  per  year.  The  proportion  of 
the  population  in  the  work  force  is  also  expected  to  continue 
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its  long  slow  trend  upward  as  the  population  ages.  In  1973, 
31.0  percent  of  the  population  was  employed  in  wage 
earning  employment.  In  1995,  the  ratio  was  just  over  40.0 
percent. 

In  spite  of  continued  gains  in  population  and  in  the 
proportion  of  the  population  at  work,  over  the  next  three 
years  wages  are  expected  to  grow  at  rates  less  than  5.0 
percent  per  year  compared  with  growth  rates  that  averaged 
over  6.1  percent  per  year  between  calendar  years  1990  and 
1995.  Between  1990  and  1995,  the  share  of  workers 
employed  in  the  low-wage  services  industry  increased  from 
52.0  percent  to  55.0  percent.  In  effect,  this  trend  contributed 
to  a  slowing  in  the  growth  in  the  average  statewide  wage. 
However,  during  the  same  period,  a  larger  share  of  the  work 
force  was  employed  as  unemployment  dropped  from  an 
average  of  7.1  percent  in  1991  to  an  average  of  5.1  percent 
in  1994.  During  the  1999  biennium,  the  share  of  jobs  held 
by  the  services  industry  is  expected  to  continue  its  upward 
climb  leading  to  a  lowering  of  the  average  wage.  With  the 
unemployment  rate  in  calendar  1996  averaging  around  5.6 
percent,  it  is  unlikely  that  falling  unemployment  will 
counteract  this  trend. 

Nonwage  growth  is  also  expected  to  slow  to  less  than  5.0 
percent,  compared  with  an  average  per  year  growth  rate  of 
5.8  percent  between  1990  and  1995.  Nonwage  sources  of 
income,  after  growing  substantially  from  29.7  percent  of 
total  income  in  1987  to  33.8  percent  in  1990,  increased  its 
share  of  total  income  to  just  34.0  percent  by  1995. 

Personal  income  tax  collections  have  also  been  affected  by 
rapid  growth  in  two  income  tax  credits:  the  homeowner- 
renter  credit  and  the  credit  allowed  residents  who  pay 
income  taxes  to  other  states.  The  refundable  homeowner- 
renter  credit  grew  1 1.8  percent  per  year  between  calendar 
years  1989  and  1994.  It  is  expected  to  grow  even  faster  in 
the  future  as  a  result  of  legislation  passed  during  the  1995 
session  which  expanded  the  amount  of  the  credit.  The  credit 
allowed  residents  for  income  taxes  paid  to  other  states  has 
grown  even  faster,  13.2  percent  per  year  between  calendar 
years  1987  and  1995.  This  credit  is  expected  to  slow 
somewhat  in  response  to  federal  legislation  (Public  Law 
104-95)  which  preempts  states  from  taxing  pensions  paid  to 
a  person  who  is  no  longer  a  resident  of  the  state.  Although 


Montana  has  not  engaged  in  taxing  pensions  of  former 
residents,  some  states  have. 

The  1995  legislature  enacted  several  measures  that  will 
impact  future  income  tax  collections. 

HB  1 7 1  authorized  a  statutory  appropriation  which  refiinded 
income  taxes  to  taxpayers.  The  refund  was  the  amount  of 
unreserved  fund  balance  in  the  general  fund  which  exceeded 
$24.4  million  at  the  end  of  fiscal  1995.  The  refund  was  paid 
to  taxpayers  who  filed  a  tax  return  for  tax  year  1994.  The 
refund  for  each  taxpayer  was  limited  to  at  most  $1,000  and 
at  least  $10.  Refunds  to  individual  taxpayers  were  mailed  in 
November  1995.  Approximately  $21.5  million  was 
distributed  to  taxpayers  in  income  tax  refunds. 

HB  199  made  permanent  the  income  tax  credit  for 
contributions  to  the  general  endowment  funds  of  the 
Montana  University  System  foundations  and  Montana 
private  college  foundations.  The  credit  was  scheduled  to 
expire  on  December  31,  1995.  The  renewed  credit  is 
expected  to  decrease  personal  income  tax  revenue  by  $.105 
million  per  year  and  corporation  license  tax  revenue  by 
$.002  million  per  year. 

HB  202  allowed  a  deduction  from  Montana  adjusted  gross 
income  for  one-half  of  medical  premiums  paid  during  the 
tax  year.  Under  previous  law,  all  medical  premiums 
contributing  toward  medical  expenses  were  deductible  to  the 
extent  they  exceeded  7.5  percent  of  Montana  adjusted  gross 
income.  Under  the  new  law,  the  medical  insurance 
premiums  not  deducted  under  the  new  deduction  can  still  be 
used  to  contribute  to  deductible  medical  expenses  subject  to 
the  7.5  percent  floor.  The  new  medical  insurance  deduction 
was  available  beginning  in  tax  year  1995  and  will  affect 
income  tax  revenues  in  fiscal  1997  and  in  both  years  of  the 
1999  biennium.  Income  tax  revenues  are  expected  to  be 
reduced  by  $3.2  million  during  the  1999  biennium. 

HB  209  provided  an  inflation-adjusted  minimum  standard 
deduction  for  all  income  taxpayers.  Under  previous  law,  the 
standard  deduction  was  the  lesser  of  20.0  percent  of  adjusted 
gross  income  or  a  maximum  amount  depending  on  the 
taxpayer's  filing  status.  HB  209  retains  the  structure  for  the 
standard  deduction  but  sets  a  lower  dollar  limit  on  the 
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amount  of  the  standard  deduction.  In  tax  year  1996,  the  first 
year  in  the  which  the  minimum  standard  deduction  became 
operative,  the  minimum  standard  deduction  equaled 
approximately  $1,270  for  single  taxpayers  and  for  married 
taxpayers  filing  separately,  and  $2,540  for  heads  of 
household  and  for  married  taxpayers  filing  jointly.  HB  209 
will  reduce  income  tax  revenues  by  $.520  million  per  year 
in  fiscal  1997  and  beyond. 

HB  293  revised  the  state  income  tax  withholding  and  old 
fund  liability  tax  (OFLT)  laws  by  providing  the  option  of 
electronic  filing  and  by  aligning  the  timing  for  payment  of 
withholding  tax  and  the  OFLT  with  the  payment  of  federal 
withholding  tax.  Under  the  new  withholding  schedules,  any 
employer  with  total  liability  for  withholding  of  $12,000  or 
more  during  the  preceding  lookback  period  must  remit 
withholding  payments  in  conformity  with  the  employer's 
payroll  period.  If  the  total  withholding  liability  for  the 
lookback  period  is  between  $  1 ,200  and  $  1 2,000,  withholding 
payments  must  be  made  monthly.  For  withholding  liabilities 
of  less  than  $1,200  for  the  preceding  lookback  period, 
withholding  payments  must  be  made  annually. 

Payment  of  withholding  liabilities  to  the  Department  of 
Revenue  were  accelerated  for  employers  with  withholding 
liabilities  between  $1,200  and  $300,000.  These  payments 
under  previous  law  were  made  on  a  quarterly  basis,  but  now 
are  made  more  often  depending  on  the  employers'  payroll 
periods.  Payments  by  employers  with  less  than  $1,200  in 
withholding  liabilities  were  decelerated,  as  the  payments  that 
were  made  quarterly  are  instead  made  annually.  Employers 
with  less  than  $1,200  in  withholding  liabilities  account  for 
only  2.1  percent  of  the  total  withholding  liability. 

The  new  withholding  schedules  were  effective  January  1, 

1996.  Because  of  the  acceleration  of  withholding  receipts, 
treasury  cash  interest  earnings  should  increase  in  fiscal  1996 
and  fiscal  1997  by  a  total  of  $.965  million.  Additionally, 
because  the  state  receives  the  cash  earlier  in  fiscal  year 

1997,  the  amount  of  Tax  and  Revenue  Anticipation  Notes 
(TRANS)  sold  has  been  reduced.  For  each  dollar  in  TRANS 
issued,  the  state  is  able  to  earn  arbitrage  because  the  interest 
rate  at  which  the  state  invests  TRANS  proceeds  exceeds  the 
interest  rate  it  must  pay  investors  in  TRANS.  A  reduction  in 
TRANS  will  result  in  $.4  million  in  reduced  arbitrage 


earnings  in  fiscal  1997. 

HB  497  expanded  the  credit  for  elderly  homeowners  and 
renters.  Under  current  law,  homeowners  who  are  at  least  62 
years  old  and  have  a  household  income  of  less  than  $12,000 
may  receive  an  income  tax  credit  for  property  taxes  paid  on 
their  homestead.  Renters  meeting  the  same  age  and  income 
criteria  may  also  claim  the  credit  for  rent-equivalent 
property  taxes  paid.  The  amount  of  the  credit  decreases  as 
income  increases,  and  previously  the  maximum  credit 
allowable  was  $400  per  year.  Beginning  in  tax  year  1995, 
HB  497  increased  the  maximum  allowable  credit  to  $1,000. 
Return  data  from  tax  year  1995  income  tax  returns  indicate 
that  the  credit  grew  by  $1.6  million,  an  increase  of  45.9 
percent  over  the  previous  tax  year's  amount. 

HB  560  provided  for  an  exclusion  from  Montana  adjusted 
gross  income  of  funds  contained  within  a  medical  care 
savings  account  and  for  funds  withdrawn  from  that  account 
for  eligible  medical  expenses  or  for  long-term  care. 
Individuals  or  employees  may  deposit  any  amount  in  a 
medical  care  savings  account  for  use  by  the  individual  or 
his/her  dependents.  Up  to  $3,000  per  year  of  these  deposits 
may  be  excluded  from  adjusted  gross  income.  The  account 
holder  may  use  the  amount  in  the  account  only  for  qualified 
medical  expenses  or  for  long  term  care,  although  the  entire 
amount  in  the  account  need  not  be  withdrawn.  HB  560 
became  effective  in  tax  year  1996  and  is  expected  to  reduce 
income  tax  collections  in  fiscal  1997  and  beyond  by  $3.1 
million  per  year.  The  legislature  determined  that  the 
viability  of  these  accounts  is  questionable,  however,  and 
recommended  that  no  reduction  in  income  tax  revenue  be 
included  in  the  estimates  for  fiscal  1997  and  the  1999 
biennium. 

HB  567  was  designed  to  revise  the  laws  governing  the 
qualified  Montana  small  business  investment  capital 
company.  The  capital  company  act  allows  a  tax  credit  of  up 
to  50.0  percent  of  the  investment  in  all  qualified  Montana 
capital  companies.  (For  additional  information  on  the 
Montana  capital  company  act  provisions,  reference  90-8- 
202,  MCA.)  HB  567  would  have  extended  the  period  in 
which  these  investments  in  Montana  could  qualify  for  the 
credit.  HB  567  was  not  approved  by  the  1995  legislature, 
and  as  a  result,  investments  made  in  capital  companies  after 
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July  1,  1995  will  not  qualify  for  the  tax  credit.  The  credit 
will  continue  to  apply  for  investments  made  in  qualifying 
capital  companies  before  fiscal  1996.  The  revenue  impact 
associated  with  the  failure  of  HB  567  will  be  positive,  but 
the  exact  amount  of  the  impact  is  unknown. 

SB  358  extended  by  six  years  the  termination  date  for  the 
recycling  credit  and  recycling  deduction  for  the  personal 
income  tax  and  the  corporation  license  tax,  both  of  which 
had  been  set  to  expire  on  December  31,  1995.  In  addition, 
SB  358  extended  the  application  of  the  credit  to  investments 
in  equipment  used  to  treat  soils  contaminated  by  hazardous 
wastes.  SB  358  is  not  expected  to  reduce  income  tax 
revenues  since  few  non-incorporated  firms  claim  the  credit 
against  income  taxes. 

1997  Legislative  Action 

The  1997  legislature  enacted  several  measures  that  will 
impact  income  tax  collections. 

HB  1 66  de-earmarks  the  portion  of  income  tax  revenue  that 
under  previous  law  had  been  deposited  in  the  long-range 
building  debt  service  fund  account.  Total  general  fund 
revenue  from  income  taxes  will  not  be  affected  since  the 
portion  which  had  been  earmarked  had  flowed  directly  to  the 
general  fund  through  the  bond  excess  revenue  source. 

HB  434  provides  a  tax  credit  for  planned  gifts  by  individuals 
and  other  gifts  by  corporations  and  estates  which  are  made 
to  qualified  charitable  endowment  funds.  The  organization 
establishing  the  endowment  must  be  incorporated  or 
established  in  Montana.  The  credit  will  be  available 
beginning  in  tax  year  1997  and  will  be  for  an  amount  equal 
to  50.0  percent  of  the  value  of  the  gift.  The  credit  may  not 
exceed  $  1 0,000  and  is  not  a  refundable  credit,  and  carryback 
or  carryforward  of  the  credit  is  not  allowed.  The  credit  is 
not  allowed  if  the  planned  gift  has  been  deducted  from 
adjusted  gross  income.  The  planned  gift  tax  credit  will 
expire  beginning  in  tax  year  2002.  HB  434  is  expected  to 
reduce  income  tax  collections  by  $.  1 50  million  in  each  year 
of  the  1999biennium. 

HB  536  establishes  the  Family  Education  Savings  Act.  The 
FESA  provides  for  an  income  tax  exclusion  from  Montana 


adjusted  gross  income  of  up  $3,000  per  year  for 
contributions  to  an  account  that  is  established  to  pay  the 
higher  education  expenses  for  a  designated  beneficiary  of 
the  account  owner.  The  account  owner  must  be  related  to 
the  designated  beneficiary  by  blood,  marriage  or  adoption. 
The  exclusion  will  be  effective  beginning  July  1,  1997.  The 
impact  of  the  FESA  on  future  income  tax  collections  is 
highly  uncertain.  It  is  estimated  that  income  tax  collections 
will  be  reduced  by  $4,860  in  fiscal  1998  and  by  $1 1,340  in 
fiscal  1999. 

HB  591  reforms  and  simplifies  the  application  for  the 
elderly  homeowner  income  tax  credit,  redefines  the  tax 
credit  deduction  related  to  income,  and  caps  the  annual 
household  income  under  which  a  credit  may  be  claimed. 
Under  current  law,  the  credit  is  reduced  as  household 
income  increases  and  there  is  no  income  limit  for  eligibility. 
HB  591  caps  eligibility  for  those  with  household  income  of 
$35,000  per  year  or  less.  The  tax  credit  reductions  related  to 
income  are  effective  beginning  in  tax  year  1997,  while  the 
cap  on  total  household  income  will  become  effective 
beginning  in  tax  year  1998.  HB  591  will  result  in  $.1 
million  lower  income  tax  collections  in  fiscal  1998,  but  will 
result  in  increased  income  tax  collections  of  $.1  million  in 
fiscal  1999. 

HB  599  provides  an  exclusion  from  Montana  adjusted  gross 
income  for  contributions  to  a  first-time  home  buyer's 
savings  account.  The  maximum  amount  excludable  from 
income  is  $3,000  per  individual  per  year  or  $6,000  per  year 
for  filers  who  are  married  and  file  jointly.  The  contributor 
to  an  account  may  contribute  for  a  period  of  up  to  ten  years 
or  until  a  first  home  is  purchased.  The  interest  earned  in  the 
account  is  also  excludable  from  Montana  adjusted  gross 
income.  Account  holders  must  be  full-time  residents  of 
Montana.  HB  599  becomes  effective  beginning  in  tax  year 
1998,  and  is  expected  to  reduce  income  tax  revenues  by 
$47,500  in  fiscal  1999. 

HB  601  allows  an  income  tax  credit  and  a  corporate  license 
tax  credit  for  the  preservation  of  historic  buildings.  The 
amount  of  the  credit  for  a  tax  year  is  25.0  percent  of  the 
amount  of  the  credit  allowed  under  the  federal  income  tax 
laws.  The  credit  is  non-refundable  and  begins  in  tax  year 
1998.  HB  601  is  expected  to  reduce  income  tax  revenue  by 
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$34,200  in  fiscal  1999. 

SB  55  amends  the  Medical  Care  Savings  Account  Act  of 
1995  by  allowing  account  holders  to  administer  their  own 
accounts.  The  Medical  Care  Savings  Account  Act  of  1995 
provided  an  exclusion  of  up  to  $3,000  per  year  from 
Montana  adjusted  gross  income.  The  funds  must  be 
deposited  into  a  special  account  and  may  be  withdrawn  only 
for  eligible  medical  expenses  or  for  long-term  care.  The 
original  act  became  effective  in  tax  year  1996.  SB  55  will 
become  effective  retroactive  for  tax  year  1996.  When  the 
Medical  Care  Savings  Account  Act  of  1995  was  passed,  it 
was  expected  that  income  tax  collections  would  be  reduced 
by  $3.1  million  per  year.  Testimony  by  DOR  at  the 
December  1996  ROC  meeting  indicated  that  use  of  the  new 
medical  savings  accounts  was  expected  to  be  virtually 
nonexistent.  ROC  adopted  an  assumption  that  the  original 
act  would  have  no  impact  on  income  tax  collections  and  this 
assumption  was  adopted  by  the  legislature  in  HJR  2.  It  is 
estimated  that  SB  55  will  result  in  more  individuals  taking 
advantage  of  medical  care  savings  accounts.  SB  55  is 
expected  to  reduce  income  tax  collections  by  $.306  million 
in  fiscal  1998  and  by  $.612  million  in  fiscal  1999. 

SB  1 5 1  increases  the  deduction  for  health  care  premiums  not 
subject  to  the  7.5  percent  income  floor  for  medical 
deductions.      Under  current  law,  one  half  of  medical 


premiums  and  all  other  medical  expenses  are  deductible  to 
the  extent  they  exceed  7.5  percent  of  Montana  adjusted  gross 
income.  Current  law  also  allows  the  remaining  one-half  of 
medical  premiums  to  be  deductible  without  regard  to  the 
income  test.  SB  151  allows  all  medical  premiums  to  be 
deductible  without  regard  to  the  income  test.  This  portion  of 
the  SB  151  is  effective  beginning  in  tax  year  1997,  and  is 
expected  to  reduce  income  tax  collections  by  $3,138  million 
in  fiscal  1998  and  by  $3,238  in  fiscal  1999.  SB  151  also 
revises  the  income  tax  deduction  for  long-term  care 
insurance  premiums  by  extending  the  deduction  for 
premiums  paid  for  insurance  policies  that  provide  coverage 
for  long-term  care  services  for  the  benefit  of  the  taxpayer's 
dependants,  parents  or  grandparents.  This  part  of  SB  151  is 
effective  beginning  in  tax  year  1997  and  is  expected  to 
reduce  income  tax  collections  by  $37,500  in  each  year  of  the 
1999  biennium. 

SB  336  extends  the  termination  date  for  the  income  and 
corporate  license  tax  credits  for  recycling  of  material.  The 
credit  had  been  scheduled  to  terminate  January  1,  1998.  HB 
336  extended  the  termination  date  to  January  2002.  The  bill 
is  not  expected  to  impact  income  tax  revenue;  it  is  expected 
to  impact  corporation  license  tax  revenue. 
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Corporation  License  Tax 

The  corporation  license  tax  is  levied  against  a  corporation's 
net  income  earned  in  Montana.  The  corporation  income  tax 
is  imposed  on  corporations  that,  for  reasons  of  jurisdiction, 
are  not  taxable  under  a  license  tax.  The  tax  rate  is  6.8 
percent,  except  for  corporations  making  a  "water's  edge" 
election  (see  15-31-322,  MCA),  who  pay  a  7.0  percent  tax 
on  their  net  income. 


of  the  country.  According  to  Wharton  Econometrics 
Forecasting  Associates  (WEFA),  the  growth  in  corporate 
profits  at  the  national  level  is  expected  to  slow  from  a  rate  of 
3.6  percent  in  calendar  1997  to  1.6  percent  in  calendar  1999. 
During  the  session,  the  legislature  adopted  revised  WEFA 
estimates  of  U.S.  corporate  profit  growth.  The  revised 
growth  rates  in  U.S.  corporate  profits  are  expected  to  result 
in  growth  rates  for  Montana  corporation  license  tax  revenue 
of  2.7  percent  in  fiscal  1998,  and  1.1  percent  in  fiscal  1999. 


Eighty  percent  of  the  corporation  taxes  collected  from 
financial  institutions  (excluding  collections  from  the  surtax 
imposed  for  tax  years  1992  and  1993)  is  distributed  to  local 
governments  in  the  county  in  which  the  financial  institution 
is  located.  The  remaining  20.0  percent  is  allocated  as  shown 
in  Table  3.  The  1993  legislature  eliminated  the  distribution 
of  corporation  tax  revenues  to  the  SEA  beginning  in  fiscal 
1995.  In  HB  166,  the  1997  legislature  eliminated  the 
distribution  of  corporation  tax  revenue  to  the  debt  service 
account  beginning  in  fiscal  1998. 


Table  3 

Distribution  of  Corporation  Tax 

« 

General 

School 

Debt 

Fiscal  Year 

Fund 

Equalization 

Service 

1975-1990 

64.0% 

25.0% 

11.0% 

1991-1994 

61.0% 

28.5% 

10.5% 

1995-1997 

89.5% 

0.0% 

10.5% 

1998  and  Beyond 

100.0% 

0.0% 

0.0% 

•Atter  distribution 

of  financial 

institutions'  corporation       | 

tax  to  counties. 

The  forecasts  of  revenue  from  the  corporation  license  tax  for 
fiscal  1997  through  1999  are  based  on  moderate  economic 
growth.  This  assumption  is  premised  on  inflation  of  around 
2.7  percent,  short-term  interest  rates  of  about  4.9  to  5.0 
percent,  and  oil  prices  between  $17.60  and  $18.25  per  barrel. 


Table  4 

Corporation 

Tax  Audit  Collections      1 

Fiscal  Years  1991 

-  1999 

Fiscal  Year 

Millions 

1991  Actual 

$8.1 

1992  Actual 

15.3 

1993  Actual 

23.9 

1994  Actual 

7.5 

1995  Actual 

9.1 

1996  Actual 

8.0 

1997  Estimated 

8.2 

1998  Estimated 

8.4 

1999  Estimated 

8.2 

Additional  factors  that  affect  corporation  license  tax  receipts 
include  tax  credits  and  the  audit  efforts  by  DOR.  As  with 
individual  income  tax,  all  forecasts  have  been  adjusted  for 
allowable  credits.  The  projections  for  audit  collections  are 
slightly  over  $8.0  million  each  year  for  fiscal  1997  through 
fiscal  1999. 
1997  Legislative  Action 

HB  166  de-earmarks  the  portion  of  corporation  license  tax 
revenue  that  under  previous  law  had  been  deposited  in  the 
long-range  building  debt  service  fund  account.  Total  general 
fund  revenue  from  corporation  taxes  will  not  be  affected 
since  the  portion  which  had  been  earmarked  had  flowed 
directly  to  the  general  fund  through  the  bond  excess  revenue 
source. 


The  revenue  from  Montana's  corporation  license  tax  is 
closely  correlated  with  profits  from  corporations  in  the  rest 


HB  274  eliminates  the  $10  filing  fees  for  small  business 
corporations  beginning  July  1,  1998.  HB  274  is  expected  to 
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reduce  corporation  license  tax  revenue  by  $100,000  each 
year  of  the  1999  biennium. 

HB  434  provides  a  corporation  license  tax  credit  for  planned 
gifts  by  corporations  which  are  made  to  qualified  charitable 
endowment  funds.  The  organizations  establishing  the 
endowments  must  be  incorporated  or  established  in 
Montana.  The  credit  will  be  available  beginning  in  tax  year 
1997  and  will  be  for  an  amount  equal  to  50.0  percent  of  the 
value  of  the  gift.  The  credit  may  not  exceed  $10,000  and  is 
not  a  refundable  credit,  and  carryback  or  carryforward  of  the 
credit  is  not  allowed.  The  credit  is  not  allowed  if  the 
planned  gift  has  been  deducted  from  adjusted  gross  income. 
The  planned  gift  tax  credit  will  expire  beginning  in  tax  year 
2002.  HB  434  is  expected  to  reduce  corporation  license  tax 
collections  by  $50,000  in  each  year  of  the  1999  biennium. 


HB  601  allows  a  corporate  license  tax  credit  for  the 
preservation  of  historic  buildings.  The  amount  of  the  credit 
for  a  tax  year  is  25.0  percent  of  the  amount  of  the  credit 
allowed  under  the  federal  income  tax  laws.  The  credit  is 
non-refundable  and  begins  in  tax  year  1998.  HB  601  is 
expected  to  reduce  corporation  license  tax  revenue  by 
$136,800  in  fiscal  1999. 

SB  336  extends  the  termination  date  for  the  income  and 
corporate  tax  credit  for  recycling  of  material.  Under  current 
law,  the  credit  was  scheduled  to  be  retired  beginning  in  tax 
year  1998.  SB  336  extends  the  retirement  date  through 
December  31,  2001.  SB  336  is  expected  to  reduce 
corporation  license  tax  collections  by  $250,000  in  fiscal 
1999 
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(Millions) 

$36.091654 

Collections 
(Millions) 

$32.121572 

Percent 
Change 

Corporation  Income  Taxi 

A 

1980 

45.623189 

37.071861 

15.41% 

A 

1981 

52.900964 

43.057581 

16.15% 

A 

1982 

44.630472 

36.482257 

-1527% 

80 

■          A                 ^^^ 

A 

1983 

35.830832 

28.832742 

-20.97% 

f\       /\    m^^^ 

A 

1984 

35.396240 

28.573417 

-0.90% 

1 

\    L\/          ^ 

A 

1985 

62.609205 

50.976990 

78.41% 

t\  fr      r^ 

A 

1986 

58.584784 

47.121070 

-7.56% 

Q 

fv.     \K  \  \   J 

A 

1987 

34.566361 

27.371125 

^1.91% 

lA 

M    IWM\^ 

A 

1988 

46200104 

37.584806 

37.32% 

o 

n.       L\    /    \    ^ 

A 

1989 

56.139749 

46.152627 

22.80% 

S 

/v  /r>\  Ji  V 

A 

1990 

80.315504 

67.087905 

45.36% 

/  a\    //  \\  /  / 

A 

1991 

70.784279 

56.006784 

-1652% 

40 

-j/\\j  y/ 

A 

1992 

57.682672 

47.027797 

-16.03% 

y  v7  \v 

A 

1993 

85.054483 

70.003987 

48.86% 

V-i       y 

A 
A 
A 

1994 
1995 
1996 

68.871909 
75.519940 
75.761891 

53.996713 
57.425136 
59.336677 

-22.87% 
6.35% 
3.33% 

20 

1       1      1      1       1       1       1       1      1       1       1       1      1       1       1       1       1      1       1       1       1 

1979       1981        1983       885        1987        1989       1991        1993       1995        1997       BS 
1980       1982       1984       1985      1988       1990      1992       1994      1996       1998 

19 

F 
F 

1997 
1998 

78.155000 
80.086000 

61.350000 
69.973000 

3.39% 
14.06% 

Fiscal  Year 

g Total              ^General  Fund    1 

F 

1999 

80.737000 

70.389000 

0.59% 
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Cigarette  Tax 

The  cigarette  tax  is  an  excise  tax  imposed  on  all  cigarettes 
sold  or  possessed  in  Montana.  The  tax  is  imposed  on  the 
retail  consumer  but  is  collected  by  wholesalers  or  retailers 
through  the  use  of  tax  insignia.  The  insignia  are  purchased 
from  the  state  and  affixed  to  each  package  of  cigarettes. 
Wholesaler's  also  pay  a  license  fee  of  $50  and  each  retailer 
pays  a  license  fee  of  $5.  License  fees  are  renewable  each 
year  and  are  non-transferable.  All  of  the  license  fees  are 
deposited  in  the  general  fund. 

The  tax  on  cigarettes  is  1 8  cents  per  twenty-cigarette  pack. 
When  a  pack  contains  more  than  20  cigarettes,  the  tax  is 
prorated  at  l/20th  of  18  cents  for  each  cigarette  in  excess  of 
20  cigarettes.  The  tax  does  not  apply  to  quota  cigarettes  sold 
on  an  Indian  reservation.  In  practice,  the  tax  is  levied  on  all 
cigarettes  and  the  wholesaler  receives  a  refund  for  the 
amount  within  the  quota  which  have  been  sold  within  the 
boundaries  of  an  Indian  reservation.  Each  tribe's  quota  is 
equal  to  150.0  percent  of  the  national  average  for  individual 
consumption  of  cigarettes  multiplied  by  the  enrolled  tribal 
member  population,  or  any  other  amount  agreed  to  in  a 
state-tribal  agreement. 

The  state  has  agreements  with  five  tribes  in  Montana.  In  the 
agreement  with  the  Blackfeet  Tribe,  the  state  collects  a  tax 
imposed  by  the  Tribe  and  forwards  the  revenue  to  the  Tribe. 
In  the  other  four  agreements,  the  Tribes  (Fort  Peck,  Northern 
Cheyenne,  Rocky  Boy,  and  Fort  Belknap)  do  not  impose 
their  own  tax,  and  refunds  are  paid  to  the  wholesalers  for  an 
amount  specified  in  an  agreement.  The  state  has  no 
agreement  with  the  Crow  or  Flathead  Tribes.  State  refunds 
paid  to  wholesalers  are  determined  by  the  quota  amount 
described  above. 

Each  licensed  wholesaler  is  entitled  to  an  insignia  discount 
to  defray  the  costs  of  collecting  and  remitting  the  tax  to  the 
state.  The  discounts  are:  1)  6.0  percent  for  the  first  2,580 
cartons  per  month,  2)  4.0  percent  for  the  next  2,580  cartons 
per  month  ,  and  3)  3.0  percent  for  purchases  in  excess  of 
5,260  per  month. 

Through  fiscal  1997,  revenue  from  the  cigarette  tax  has  been 
distributed  as  follows:  1)  refunds  are  paid  to  Indian  tribes;  2) 


II.  1  percent  of  the  remaining  revenue  is  distributed  to  a 
state  special  account  to  the  credit  of  the  department  of  public 
health  and  human  services  for  the  operation  and 
maintenance  of  state  veterans'  nursing  homes;  3)  an  amount 
for  administration  and  collection  expense  by  the  department 
of  revenue  is  deducted;  and  of  the  remaining  revenue:  4) 
79.8  percent  is  deposited  in  the  long-range  building  program 
fund  in  the  debt  service  fund  type,  and  5)  20.3  is  deposited 
in  the  long-range  building  program  cash  account. 

Forecasts  of  revenue  from  the  cigarette  tax  depend  on 
forecasts  of  population  and  per  capita  cigarette  consumption 
in  Montana..  Per  capita  consumption  has  been  declining 
over  the  last  20  years  from  a  peak  of  124.6  packs  in  fiscal 
1977  to  80.3  packs  in  fiscal  1996.  This  downtrend  in  per 
capita  consumption  is  expected  to  continue;  however, 
revenue  from  cigarettes  taxes  is  expected  to  decline  only 
slightly  during  the  forecast  period  as  a  result  of  increasing 
population. 

1997  Legislative  Action 

Due  to  the  passage  of  HB  166,  changes  in  the  allocation  of 
cigarette  taxes  will  result  in  an  increase  to  the  general  fund. 
First  of  all,  HB  166  de-earmarked  the  portion  of  cigarette 
taxes  which  were  previously  deposited  into  the  long-range 
building  program  (LRBP)  debt  service  fund  type.  Beginning 
in  fiscal  1998,  this  portion  of  cigarette  taxes  will  be 
deposited  directly  into  the  general  fund.  Revenue  in  the 
general  fund  will  increase  by  approximately  $.133  million 
per  year  because  under  previous  law,  the  amount  of  cigarette 
tax  revenue  deposited  in  the  bond  account  was  net  of  the 
expenses  of  collecting  the  tax.  HB  166  requires  that  the 
practice  of  paying  for  collection  expenses  out  of  cigarette 
tax  revenue  cease  and  DOR  will  instead  receive  an 
appropriation  in  HB  2  to  pay  for  collection  expenses.  In 
addition,  HB  166  reduces  the  portion  of  cigarette  tax 
revenue  that  previously  went  to  the  LRBP  cash  account. 
Prior  to  HB  166,  the  LRBP  account  received  18.0  percent  of 
the  total  distribution  (net  of  collection  expenses),  however, 
that  account  will  receive  15.9  percent  of  the  total  beginning 
in  fiscal  1998.  The  difference  will  be  added  to  the  portion 
of  cigarette  taxes  flowing  into  the  general  fund,  for  an 
increase  of  $236,000  in  fiscal  1998  and  $227,000  in  fiscal 
1999.    Together  these  factors  result  in  a  total  increase  in 
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general  fund  revenue  of  $463,000  for  the  1999  biennium. 

The  new  cigarette  tax  distribution,  after  deductions  for  tribal 
refunds,  will  be  as  follows: 

a)  11.1  percent  to  DPHHS  for  the  operation 


and  maintenance  of  the  state  veterans' 
nursing  homes; 

b)  73.0  percent  to  the  general  fund;  and 

c)  15.9  percent  to  the  long  range  building 
program  cash  account. 


A 

Fiscal 
Year 

1979 

Total 

Collections 

(Millions) 

$10.996442 

General  Fund 

Collections 

(Millions) 

$3.911434 

GF 
Percent 
Change 

1 

Cigarette  Tax 

15 

A 

1980 

11.153885 

3.967437 

1.43% 

A 

1981 

11.162441 

3.970480 

0.08% 

/"^                                 -''*~*''*~*"'*-_ 

A 

1982 

11233044 

0.000000 

-100.00% 

/            ^"""-■^—-•''■''"'^                      ^^^ 

A 

1983 

10.580701 

0.000000 

Not  App 

•"^  ■  "n^                  ^-"■"^ 

A 

1984 

11.902317 

0.000000 

Not  App 

o 

- 

A 

1985 

12.981436 

0.000000 

Not  App 

♦-..« 

A 

1986 

12.466822 

0.000000 

Not  App 

Q 

r^ 

A 

1987 

11.894715 

0.000000 

Not  App 

irt 

A 

1988 

11278326 

0.000000 

Not  App 

O 

A 

1989 

11.113087 

0.000000 

Not  App 

S     5 

- 

A 

1990 

11.567081 

0.000000 

Not  App 

••t 

A 

1991 

11.733190 

0.000000 

Not  App 

\ 

A 

1992 

12.1728M 

0.000000 

Not  App 

\ 

A 

1993 

12.698195 

0.000000 

Not  App 

\ 

A 

A 

1994 
1995 

12.4955M 
13.114640 

0.000000 
0.000000 

Not  App 
Not  App 

. . .  i  i  i  * « « i  *  i  J '  ■ 

••••••••••••••••    II 

1979       1981       1983       1985       1987       1989       1991       1993       1995       1997       1999      1 

A 

1996 

12.969137 

0.000000 

Not  App 

1980       1982       1984       1986       1988       1990       1992       1994       1996       1998         |  | 

F 

F 
F 

1997 
1998 
1999 

12.537000 
12.119000 
11.716000 

0.000000 
8.723000 
8.429000 

Not  App 

Not  App 

-3.37% 

Fiscal  Year 

gTotal              ^Genera!  Fund 

1  1 
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Tobacco  Tax 

A  tax  of  12.5  percent  of  the  wholesale  price  of  tobacco 
products  other  than  cigarettes  is  collected  by  the 
Department  of  Revenue.  The  tax  is  considered  to  be  a 
direct  tax  on  retail  consumers  but  is  collected  by  the 
wholesaler.  Tobacco  products  shipped  from  Montana  and 
destined  for  retail  sale  and  consumption  outside  the  state 
are  not  subject  to  the  tax. 

The  wholesaler  must  pay  DOR  the  taxes  in  full  less  a  5.0 
percent  discount  for  the  wholesaler's  collection  and 
administrative  expense.  The  wholesaler  is  entitled  to  a 
refund  for  tobacco  products  which  remain  unsold. 

The  state  has  a  tobacco  agreement  with  only  one  tribe  in 
Montana.  In  the  agreement  with  the  Blackfeet  Tribe,  the 
state  collects  a  tax  imposed  by  the  Tribe  and  forwards  the 
revenue  to  the  Tribe.  Indian  consumers  of  tobacco  on 
other  reservations  pay  the  tobacco  tax. 


Through  fiscal  1997,  revenue  from  the  tobacco  tax  has 
been  deposited  in  the  long-range  building  debt  service 
fund  type. 

Revenue  from  the  tobacco  tax  has  been  increasing  at 
single  digit  rates  for  the  last  decade.  The  growth  in 
revenue  is  dependent  on  increases  in  the  price  of  tobacco 
products  and  the  growth  in  the  population  of  Montana. 

1997  Legislative  Action 

HB  166  de-earmarked  revenue  from  the  tobacco  tax. 
Beginning  July  1,  1997,  all  revenue  from  the  tobacco  tax 
will  be  deposited  into  the  general  fund.  The  net  impact  of 
this  legislation  will  be  zero,  since  under  previous  law 
revenue  from  the  tobacco  tax  was  deposited  in  the  general 
ftind  as  bond  excess  revenue. 


A 

Fiscal 
Year 

1979 

Total 

Collections 

(Millions) 

$0367363 

General  Fund 

Collections 

(Millions) 

$0.000000 

GF 
Percent 
Change 

Tobacco  Taxi 

A 

1980 

0.397831 

0.000000 

Not  App 

A 

1981 

0.464768 

0.000000 

Not  App 

A 

1982 

0.519448 

0.000000 

Not  App 

^ 

Ji 

A 

1983 

0.581203 

0.000000 

Not  App 

yj 

A 

1984 

0.692898 

0.000000 

Not  App 

^ 

^ 

A 

1985 

0.650793 

0.000000 

Not  App 

^    2 

o 

m^ 

A 

1986 

0.669932 

0.000000 

Not  App 

J^-m 

A 

1987 

0.720332 

0,000000 

Not  App 

F^ 

A 

1988 

0.773440 

0,000000 

Not  App 

^      1 

ji 

A 

1989 

0.802615 

0,000000 

Not  App 

s 

^^^M^ 

A 

1990 

0.893111 

0.000000 

Not  App 

J^-m-^^'^^^ 

A 

1991 

1.006909 

0.000000 

Not  App 

1 

^-^^ 

A 

1992 

1224587 

0.000000 

Not  App 

B-*"*''^ 

A 

1993 

1.308951 

0.000000 

Not  App 

A 
A 
A 

1994 
1995 
19% 

1.328907 
1.446101 
1^79547 

0.000000 
0.000000 
0.000000 

Not  App 
Not  App 
Not  App 

,    J 

1979       1981        1983       1985       1987        1989       1991       1993        1995       1997       KK 
1980       1982       1984        1986       1988       1990       1992       1994       1996       1998 

>9 

F 
F 
F 

1997 
1998 
1999 

1.702000 

1,832000 
1.970000 

0.000000 
1.812000 
1.950000 

Not  App 
Not  App 

7,62% 

Fiscal  Year 

—  Total              ^General  Fund    1 

1 
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Coal  Severance  Tax 

For  large  producers,  the  coal  severance  tax  is  imposed  on  all 
coal  production  in  excess  of  20,000  tons  per  company  per 
calendar  year.  However,  producers  of  50,000  tons  or  less  in 
any  calendar  year  are  exempt  from  the  tax.  Legislation 
passed  by  the  1987  legislature  provided  for  a  phase-down  of 
the  tax  rate  to  15.0  percent  by  the  1993  biennium  as  shown 
in  Table  5.  The  law  also  establishes  a  lower  tax  rate  for  coal 
with  a  heating  quality  of  less  than  7,000  BTU. 

Distribution  of  the  coal  severance  tax  has  been  amended 
many  times  since  enactment  of  the  tax  in  1975.  The 
distribution  during  the  1995  biennium  and  thereafter  is 
shown  in  Table  6. 


Table  5 

Coal  Severance  Tax  Rates 

Fiscal  Year 

< 7, 000  BTU 

> 

7,000  BTU    1 

1988 

20% 

30% 

1989 

17% 

25% 

1990 

17% 

25% 

1991 

13% 

20% 

1992  and  Beyond 

13% 

15% 

lable  fc 

Coal  Severance 

Tax  Distribution  (Percent) 

l-iscal 

hiscal 

Fiscal 

Fiscal 

Fiscal 

Account  Name 

1993 

1994-1995 

1996-1997 

1998-1999 

1999&beyonc 

Permanent  Trust 

50.000 

25.000 

25.000 

25.000 

25.000 

Treasure  State  Endowment 

0.000 

25.000 

25.000 

25.000 

25.000 

General  Fund 

27390 

15.390 

26.790 

25250 

25.490 

Public  School  Equalization 

11.400 

11.400 

0.000 

0.000 

0.000 

Highway  Reconstruction  Trust 

0.000 

12.000 

0.000 

0.000 

0.000 

LRBP- Cash  Account 

0.000 

0.000 

12.000 

12.000 

12.000 

LRBP- Debt  Service 

0.000 

0.000 

0.000 

1300 

1.300 

Park  Acquisition  Trust 

0.000 

0.000 

1270 

1270 

1270 

Fish,  Wildlife  &  Parks 

1267 

1267 

0.000 

0.000 

0.000 

Arts  Trust 

0.364 

0.633 

0.630 

0.000 

0.630 

Montana  Arts  Council 

0269 

0.000 

0.000 

0.000 

0.000 

Cultural  &  Aesthetic  Projects 

0.000 

0.000 

0.000 

0.870 

0.000 

Renewable  Resources  Bonds 

0.475 

0.475 

0.000 

0.000 

0.000 

Water  Development 

0.475 

0.475 

0.950 

0.950 

0.950 

Local  Inpact 

6.650 

6.650"] 

County  Land  Planning 

0380 

0380 

Agriculture  Act 

0.760 

0.760 

8360 

8360 

8360 

State  Library 

0380 

0380 

Conservation  Districts 

0.190 

0.190 
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Coal  severance  tax  revenues  are  dependent  on  the  contract 
sales  price  per  ton  of  coal  and  the  number  of  tons  produced. 
Since  most  Montana  coal  is  sold  to  utilities  under  long-term 
contracts,  prices  are  generally  increased  by  inflation  indices 
specified  in  the  contracts.  However,  with  lower  demand, 
competitive  prices  for  other  fuels,  and  a  larger  portion  of 
coal  production  being  sold  on  the  "spot"  market,  coal  prices 
are  expected  to  decline  slightly  during  the  forecast  period. 
Deductions  for  federal,  state,  and  tribal  royalty  payments 
from  the  contract  sales  price  have  been  included  in  the  price 
forecasts. 

Production  levels  are  influenced  by  the  demand  for  electrical 
power  and  the  price  of  other  fuels  such  as  oil  and  natural 
gas.  Production  of  coal  and  revenues  from  the  coal 
severance  tax  were  down  substantially  in  calendar  1996. 
The  electrical  generating  plants  at  Colstrip,  which  purchase 
coal  produced  by  Western  Energy,  were  either  down  or 
operating  at  reduced  capacity  for  much  of  the  year.  Low 
energy  prices  throughout  the  Northwest  induced  by  large 
supplies  of  hydroelectric  power  was  the  main  cause  of  the 
slowdown.  A  return  to  normal  water  supplies  in  the 
Columbia  River  system  is  expected  to  allow  Montana  coal- 
fired  electrical  generating  plants  to  return  to  normal 
operations.  Based  on  information  from  the  major  coal 
producers,  production  is  anticipated  to  increase  slightly 
between  calendar  years  1997  and  1999. 

A  dispute  involving  the  state's  authority  to  tax  coal  mined  on 
Crow  Indian  land  has  been  resolved  in  the  U.S.  Supreme 
Court  in  favor  of  the  Crow  Indian  Tribe.  Thus,  production 
on  these  lands  has  been  excluded  from  the  revenue  forecasts. 

Beginning  in  fiscal  1996,  SB  83  abolished  the  separate 
allocation  of  coal  severance  tax  to  the  local  impact  account, 
the  county  land  planning  account,  the  conservation  district 
account,  the  growth  through  Montana  agriculture  account, 
and  the  allocation  to  the  state  library  commission.  Starting 
in  fiscal  1996,  an  allocation  of  8.4  percent  —  the  sum  of  the 
percentages  formerly  allocated  to  these  accounts  —  is  made 
to  a  single  special  revenue  account.  For  the  1997  biennium. 


each  program  will  receive  the  same  amount  of  revenue  it 
would  have  received  in  the  absence  of  the  change  contained 
in  SB  83.  For  fiscal  1998  and  beyond,  the  allocation  of  coal 
severance  tax  revenue  among  these  purposes  will   be 
determined  by  legislative  appropriation. 

1997  Legislative  Action 

HB  5  amends  15-35-108,  MCA,  to  allocate  1.3  percent  of 
coal  tax  income  to  the  LRBP  debt  service  fund  for  fiscal 
years  1998  through  2007  to  service  the  debt  on  state  general 
obligation  (G.O.)  bonds  authorized  in  HB  14.  This 
allocation  diverts  coal  severance  tax  revenue  that  would 
otherwise  be  deposited  into  the  general  fund.  Based  on  the 
revenue  estimates  derived  from  HJR  2,  this  results  in  a  loss 
to  the  general  fund  close  to  $.5  million  in  each  year  of  the 
1999  biennium.  Once  the  10-year  term  for  the  bonds  has 
expired,  the  1.3  percent  allocation  will  revert  to  the  general 
fund. 

HB  5  also  eliminated  the  distribution  of  coal  severance  tax 
to  the  cultural  and  aesthetic  trust  during  the  1999  biennium 
only.  The  legislature  appropriated  a  portion  of  the  cultural 
trust  for  the  immediate  purchase  of  the  Virginia  City  and 
Nevada  City  properties.  This  resulted  in  a  loss  of  trust 
interest  revenue  that  otherwise  would  have  been  used  to  fiind 
cultural  and  aesthestic  (C&A)  projects  in  the  state  during  the 
1999  biennium.  In  order  to  compensate  for  the  lost  interest, 
the  legislature  allocated  .87  percent  of  coal  severance  tax 
revenue  to  the  C&A  projects  account,  and  eliminated  the  .63 
percent  of  coal  severance  tax  revenue  that  had  been 
deposited  in  the  cultural  trust.  The  remaining  .24  percent  of 
coal  taxes  allocated  to  the  C&A  project  account  was 
previously  part  of  the  flow  into  the  general  fund.  Based  on 
revenue  estimates  derived  from  HJR  2,  this  part  of  HB  5 
results  in  a  loss  to  the  general  fund  of  $91,736  and  $93,195 
for  fiscal  1998  and  1999.  After  the  1999  biennium,  .24 
percent  of  coal  severance  tax  revenue  will  be  diverted  from 
the  C&A  projects  account  and  will  again  flow  to  the  general 
fund.  The  .63  percent  of  coal  severance  tax  revenue  will 
again  flow  into  the  cultural  trust. 
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A 

Fiscal 
Year 

1979 

Total 
Collections 
(Millions) 

$42.689164 

General  Inind 

Collections 

(Millions) 

$16.008492 

GF 

Percent 
Change 

1 

Coal  Severance  Taxi 

BO 

A 

1980 

75.125009 

25.432649 

58.87% 

■ 

A 

1981 

70.415073 

16.899657 

-33.55% 

R       /  ^      ■ 

A 

1982 

86.186886 

20.684883 

22.40% 

SO 

/  ^'"^         ■\ 

A 

1983 

80.045016 

19210830 

-7.13% 

f\/                        \ 

A 

1984 

82.823427 

19.877640 

3.47% 

1      60 

/                      \  A 

A 

1985 

91.748855 

22.019726 

10.78% 

-                                  M  \ 

A 

1986 

8*217223 

24212459 

9.96% 

& 

/              v^ 

A 

1987 

76346602 

27.394944 

13.14% 

o 

/                                                   \ 

A 

1988 

84.638333 

27.177382 

-0.79% 

■2      40 

-                          V-»-«. 

A 

1989 

58365583 

18.805414 

-30.80% 

s 

mr       -^-m-^  ■ 

A 

1990 

67.870544 

13.024366 

-30.74% 

jt-* 

A 

1991 

50.457848 

13.517663 

3.79% 

20 

A^           -^-•"^'^     \. 

A 

1992 

54.114107 

15.778084 

16.72% 

•      •*~*'^'^               \_^.,-*^ 

A 

1993 

38.181298 

17.744422 

12.46% 

•"•""^             "— ♦-  A     •     •     • 

A 
A 

A 

1994 
1995 
1996 

412007W 
40.416416 
36260949 

11.046468 
10.827741 
9.714308 

-37.75% 

-1.98% 

-1028% 

0 

1        1       1        1        1        1        1        1       1        1        1        1       1        1        1        1        1       1        1        1        1 

1979       1981       1983       1985       1987       1989       1991       1993       1995       1997       1999      1 
1980       1982       1984       1986      1988       1990      1992       1994      1996       1998            1 

F 
F 

F 

1997 

1998 
1999 

37.351000 
38.831000 
38223000 

10.006000 
9.805000 
9.651000 

3.00% 
-2.01% 
-1.57% 

Fiscal  Year 

gTotal              ^General  Fund      | 

11 
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Oil  Severance  Tax 

The  oil  severance  tax  was  initially  imposed  on  the 
production  of  petroleum  and  other  mineral  or  crude  oil  in  the 
state.  The  tax  was  first  enacted  in  1921  and  has  undergone 
several  modifications.  The  tax  rate  increased  from  2.7 
percent  to  5.0  percent  on  April  1,  1981;  to  6.0  percent  on 
April  1,  1983;  and  decreased  to  5.0  percent  on  April  1,  1985. 
During  the  July  1992  special  session,  the  legislature  imposed 
a  7.0  percent  surtax  on  oil  severance  tax  liability  for 
production  that  occurred  during  fiscal  1993. 

During  the  November  1993  special  session,  the  legislature 
passed  SB  18.  SB  18  provided  reduced  rates  for  net 
proceeds  taxes,  state  severance  taxes,  and  local  government 
severance  taxes  (LGST),  for  incremental  production  of  oil 
from  enhanced  recovery  projects  that  begin  after  December 
31,  1993.  and  before  January  1,  2002.  In  addition,  SB  18 
provided  an  18-month  net  proceeds  tax  holiday  for  new 
production  of  oil  from  horizontally  drilled  wells  or  new 
incremental  production  from  horizontally  recompleted  wells 
drilled  after  June  30,  1985. 

The  reduced  tax  rates  for  net  proceeds  taxes,  LGST,  and 
state  severance  taxes  apply  to  incremental  oil  production 
during  calendar  quarters  when  the  weighted  average  price  of 
oil  as  reported  in  the  Wall  Street  Journal  for  West  Texas 
Intermediate  (WTI)  crude  is  less  than  $30  per  barrel.  When 
the  price  of  oil  equals  or  exceeds  $30  per  barrel,  the 
preferential  rates  terminate.  The  net  proceeds  tax  holiday 
for  mcremental  oil  is  not  contingent  on  oil  price  triggers. 


Effective  January  1 ,  1 996,  the  oil  severance  tax  was  replaced 
by  an  oil  production  tax.  The  new  oil  production  tax, 
enacted  by  SB  412  passed  during  the  1995  legislative 
session,  consolidated  the  oil  severance  tax  with  the  local 
government  severance  tax  (LGST),  the  net  proceeds  tax,  the 
resource  indemnity  and  groundwater  (RIGWA)  tax,  and  the 
privilege  and  license  (P&L)  tax  for  all  oil  produced  after 
January  1,  1996.  The  new  oil  production  tax  is  due  to  the 
state  60  days  after  the  end  of  the  production  quarter.  Once 
the  oil  production  tax  has  been  collected,  it  is  divided  into  a 
local  share  and  a  state  share.  The  state  share  is  further 
allocated  to  the  general  fund,  the  resource  indemnity 
account,  and  a  state  special  revenue  account  for  use  by  the 
Board  of  Oil  and  Gas  Conservation.  The  intention  of  the 
legislation  authorizing  the  new  oil  production  tax  was  to 
provide  each  account  with  the  same  revenue  as  when  the 
taxes  were  separate  entities. 

Because  of  coordination  with  several  bills  that  also  passed 
during  the  1995  legislative  session,  and  with  incentives 
enacted  in  SB  18,  the  oil  production  tax  has  numerous  tax 
rates  and  distribution  percentages  depending  on  several 
factors.  These  factors  include  whether  the  oil  is  produced 
from  a  stripper  well,  an  incentive  well,  from  a  well  initially 
drilled  before  July  1,  1985  or  after,  from  a  well  newly  drilled 
within  the  last  year  or  two,  and  whether  the  interest  being 
taxed  is  the  working  interest  or  the  royalty  interest.  The 
nearby  table  shows  tax  rates  and  distribution  percentages  for 
each  type  of  pre- 1985  oil  and  post- 1985  oil. 
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Table  7 

Oil  Production  Tax  Rates  and  Distribution  of  Revenue 

Tax 

Local 

State 

RIT 

P&L 

Gen.  Fund 

Rate 

Share 

Share 

Share 

Share 

Share 

Pre-85  Oil 

Regular  WI 

14.20% 

60.70% 

39.30% 

8.62% 

5.17% 

86.21% 

Stripper  WI 

10.80% 

60.70% 

39.30% 

8.62% 

5.17% 

86.21% 

Stripper  Incentive  WI 

5.80% 

86.20% 

13.80% 

62.50% 

37.50% 

0.00% 

Royalty  Interest 

17.20% 

60.70% 

39.30% 

8.62% 

5.17% 

86.21% 

Stripper  Royalties 

17.20% 

60.70% 

39.30% 

8.62% 

5.17% 

86.21% 

Post-85  Oil 

0-12  Mo.  WI 

0.80% 

0.00% 

100.00% 

62.50% 

37.50% 

0.00% 

12-24  Mo.  WI 

7.80% 

89.75% 

10.25% 

62.50% 

37.50% 

0.00% 

Regular  WI 

12.80% 

60.70% 

39.30% 

8.62% 

5.17% 

86.21% 

Stripper  WI 

10.80% 

60.70% 

39.30% 

8.62% 

5.17% 

86.21% 

Stripper  Incentive  WI 

5.80% 

86.20% 

13.80% 

62.50% 

37.50% 

0.00% 

Royalty  Interest 

15.10% 

60.70% 

39.30% 

8.62% 

5.17% 

86.21% 

Stripper  Royalties 

15.10% 

60.70% 

39.30% 

8.62% 

5.17% 

86.21% 

WI  stands  for  Working 

Interest. 

Oil  severance  tax  revenues  are  dependent  on  well-head 
prices  and  the  number  of  barrels  of  oil  produced.  In  the 
1991  biennium,  world  oil  prices  increased  sharply  due  to  the 
Persian  Gulf  conflict;  however,  this  price  rally  was  short- 
lived. Throughout  calendar  1992  and  1993,  prices  stayed  at 
or  below  $20  per  barrel.  In  1996,  the  price  of  oil  at  times 
reached  $25  per  barrel  on  New  York  markets.  The  forecast 


for  oil  severance  tax  revenues  assumes  that  Montana  oil 
prices  will  average  $17.65,  $17.63,  and  $18.24  per  barrel  in 
calendar  1997  through  1999,  respectively. 

Taxable  oil  production  has  declined  from  34.6  million 
barrels  produced  in  calendar  1974  to  15.9  million  barrels  in 
calendar  1995.  This  rate  of  decline,  approximately  3.6 
percent,  is  expected  to  continue  in  the  1999  biennium. 
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A 

Fiscal 
Year 

1979 

Total 

Collections 

(Millions) 

$7.056573 

General  Fund 

Collections 

(Millions) 

$7.056573 

GF 
Percent 
Change 

1 

Oil  Tax| 

A 

1980 

10.544555 

10.544555 

49.43% 

A 

1981 

19.646958 

18.654469 

76.91% 

50 

^m-m                    f~^ 

A 

1982 

47.117535 

45.473425 

143.77% 

f*"^  A           /  A 

A 

1983 

48.141445 

43.787960 

-3.71% 

/^     \          /   \ 

A 

1984 

50.002206 

32.686014 

-2535% 

„     40 

/     \         \                  1        i^^ 

A 

1985 

50212317 

32.526656 

-0.49% 

/    \      \           1       v 

A 

1986 

38.357103 

23.152504 

-28.82% 

o 

/         ^"^    \                1               \    /^^^"-^ 

A 

1987 

17.159254 

10.762412 

-5352% 

/             \  \              1                "^    ^~*~« 

A 

1988 

17263010 

16.484059 

53.16% 

o 

/                        k\                  1 

A 

1989 

13.854902 

13234516 

-19.71% 

S     20 

i                    \\             1  ^-*. 

A 

1990 

15261870 

14J10149 

9.64% 

/              \*ik    i/'^'^V 

A 

1991 

51.407045 

18.885901 

30.16% 

/                              \/Tf**              ^v^ 

A 
A 

1992 
1993 

50.596822 
40259237 

20.427115 
17.037621 

8.16% 
-1639% 

D 

A 
A 
A 

1994 
1995 
1996 

33.411917 
27.783958 
33.076501 

12.092690 
12.026682 
9.730037 

-29.02% 

-035% 

-19.10% 

0 

r       1       1       1       1       1 1111111(^1 

1979       1981       1983       1985       1987       1989       1991       1993       1995       1997       1999      1 
1980       1982       1984       1986       1988       1990       1992       1994       1996       1998            | 

F 
F 
F 

1997 
1998 
1999 

31.626000 
30291000 
29.981000 

10.175000 
9.745000 
9.645000 

451% 
A23% 
-1.03% 

Fiscal  Year 

uTotal               ^General  Fund 

11 
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Interest  on  Investments 

The  Department  of  Commerce  Board  of  Investments  is 
responsible  for  investing  all  state  funds.  Sections  17-6-201 
and  17-6-211,  MCA,  provide  guidelines  under  which  the 
funds  must  be  invested.  Unless  specifically  stated  by 
statute,  all  interest  earned  on  these  investments  is  deposited 
in  the  general  fund  account. 

In  the  early  1980s,  interest  income  was  a  major  source  of 
general  fund  revenue  due  to  high  interest  rates  and  large 
investable  balances.  Since  1982,  however,  interest  income 
has  contributed  a  smaller  portion  of  total  general  fund 
revenues  due  to  lower  interest  rates  and  smaller  investable 
balances. 

The  sharp  decline  in  revenues  in  fiscal  1986  was  the  result 
of  lower  interest  rates,  lower  investable  balances,  and  a  bill 
that  authorized  interest  earned  on  the  highway  gas  tax 
account  to  accrue  to  the  highway  account.  The  June  1986 
special  session  amended  this  legislation  to  allow  earnings 
from  the  highway  account  to  accrue  to  the  general  fund. 

Beginning  in  fiscal  1991,  interest  earned  on  the  SEA  was 
retained  in  that  account,  rather  than  being  deposited  in  the 
general  fund. 

Starting  in  fiscal  1993,  the  interest  earned  on  hunting  and 
fishing  license  fees  was  deposited  in  the  state  special 
revenue  account  and  credited  to  the  Department  of  Fish, 
Wildlife,  and  Parks.  Under  the  previous  law,  the  general 
fund  received  this  interest. 

Interest  rates  declined  sharply  in  the  1993  biennium, 
reaching  the  lowest  levels  in  two  decades.  Low  interest  rates 
continued  through  the  remainder  of  calendar  1993  and  then 
began  to  rise  in  response  to  the  moderately  robust  economy 
and  in  response  to  several  increases  in  short-term  rates  by 


the  Federal  Reserve.  In  calendar  1994,  the  Federal  Reserve 
raised  the  federal  funds  rate  six  times  for  a  total  of  250  basis 
points.  Short-term  interest  rates  continued  rising  until  mid- 
1995,  and  have  declined  to  around  5.3  percent  since  then. 

Treasury  cash  is  invested  in  a  mixture  of  short  and  medium- 
term  investments.  Consequently,  the  interest  assumptions 
adopted  by  the  legislature  incorporate  a  blend  of  short  and 
intermediate-term  rates.  The  average  blended  interest  rates 
adopted  by  the  Fifty- fifth  Legislature  are  5.51,  5.31,  and  5.3 
percent  for  fiscal  1997,  1998  and  1999,  respectively. 

To  ease  cashflow  problems  during  the  1995  and  1997 
biennia,  the  state  issued  tax  and  revenue  anticipation  notes 
(TRANS):  $88.9  in  fiscal  1994,  $70.1  million  in  fiscal  1995, 
and  $101.2  million  in  fiscal  1996.  The  legislature  adopted 
TRANS  assumptions  of  $59.5  million  for  fiscal  1997 
through  fiscal  1999,  which  has  the  effect  of  increasing  the 
average  investable  balance. 

SB  83,  which  revised  laws  concerning  dedicated  revenue 
and  statutory  appropriations,  changed  the  method  of 
accounting  for  revenue  formerly  deposited  in  the  SEA.  All 
sources  of  revenue  deposited  to  the  SEA  prior  to  fiscal  1996 
are  now  deposited  in  the  general  fund. 

1997  Legislative  Action 

SB  187,  passed  by  the  1997  legislature,  allows  the 
University  System  to  retain  investment  earnings  on  all 
university  funds  beginning  July  1,  1997.  Article  X,  Section 
10  of  the  Montana  Constitution  provides  in  part  that  interest 
from  university  funds  must  be  devoted  to  operation  and 
maintenance  of  the  University  System.  SB  187  brings 
Montana  statute  in  conformity  with  this  section  of  the 
Constitution.  Treasury  cash  account  interest  revenue  to  the 
general  fiind  will  be  reduced  by  about  $1.9  million  per  year 
during  the  1999  biennium  as  a  result  of  this  action. 
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A 

Fiscal 
Year 

1979 

Total 

Collections 

(MiUions) 

$13.162236 

General  Fund 

Collections 

(Millions) 

$13.162236 

GF 
Percent 
Change 

1 

TCA  Interest  Earnings  1 

A 

1980 

19216516 

19216516 

46.00% 

f 

A 

1981 

27.739434 

27.739434 

44.35% 

f                  A 

A 

1982 

44.818971 

44.818971 

61.57% 

40 

/\                 /  \ 

A 

1983 

38.149114 

38.149114 

-14.88% 

/  V               M 

A 

1984 

30.780603 

30.780603 

-19.32% 

M 

M 

/     \              1  \ 

A 

1985 

32.154906 

32.154906 

4.46% 

\            1   \ 

A 

1986 

21.044770 

21.044770 

-34i5% 

a 

^    30 

/         w^          /     1 

A 

1987 

22.228606 

22228606 

5.63% 

i           \       P     1     i 

A 

1988 

28.512114 

28.512114 

2827% 

o 

/         \    /    K  A 

A 

1989 

47.124294 

47.124294 

6528% 

s 

1                 \    J         \/  \ 

A 

1990 

26.725363 

26.725363 

4329% 

/                     ■'^                     \ 

A 

1991 

22.624293 

22.624293 

-1535% 

f                                             \       ■ 

A 

1992 

28.702764 

28.702764 

26.87% 

/                                                                                      i       /»v« 

A 

1993 

15.534745 

15.534745 

-t5.88% 

J                                                                                              ^"            ^~^w 

A 
A 
A 

1994 
1995 
1996 

13.W1728 
18270206 
16294496 

13.641728 
18270206 
16294496 

-12.19% 
33.93% 
-10.81% 

D 

1      1      1       1      1      1       1      1       1      1       1       1       1       1       1       1       1       1       1      1       1 

1979        1981        1983       1985        1987        1989        1991        1993        1995       1997        1999 
1980       1982       1984       1986       1988       1990       1992       1994       1996       1998 

F 
F 

F 

1997 
1998 
1999 

15.162000 
12.624000 
122340C0 

15.162000 
12.624000 
12234000 

-6.95% 
-16.74% 

Fiscal  Year 

pTotaJ             ^General  Fund    1 

-3.09% 

11 
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Long-Range  Bond  Excess 

Each  biennium  all  agencies  are  requested  to  submit 
proposals  for  capital  projects  to  be  funded  from  the  sale  of 
long-range  building  bonds.  If  the  legislature  authorizes  the 
sale,  the  principal  and  interest  obligations  are  paid  from  the 
long-range  building  debt  service  account.  Revenues 
deposited  to  this  account  include  portions  of  the  individual 
income  tax  and  corporation  license  tax,  and  cigarette  and 
tobacco  taxes.  When  the  amount  of  money  in  the  debt 
service  account  exceeds  the  annual  principal  and  interest 
payments,  the  excess  is  transferred  to  the  general  fund. 

Historically,  revenues  from  this  source  were  estimated  by 
adding  anticipated  receipts  from  the  earmarked  tax  sources 
and  subtracting  the  necessary  principal  and  interest 
payments.  In  fiscal  1984,  however,  the  Department  of 
Administration  (DOA)  began  transferring  all  debt  service 
revenues  to  the  general  fund.  A  general  fund  statutory 
appropriation  was  established  to  transfer  the  necessary 
principal  and  interest  payments  back  to  the  debt  service 


account.  These  accounting  transactions  had  zero  impact  on 
the  general  fund  account  balance. 

The  1993  legislature  enacted  HB  46,  affecting  the 
distribution  of  cigarette  tax  revenues.  Beginning  in  fiscal 
1994,  HB  46  reserves  a  percentage  of  the  cigarette  tax  for 
the  operation  and  maintenance  of  state  veterans'  nursing 
homes.  The  amount  reserved  reduces  the  amount  of 
cigarette  tax  distributed  to  the  long-range  building  program 
for  capital  projects. 

1997  Legislative  Action 

HB  166  de-earmarked  the  portion  of  income  taxes, 
corporation  license  taxes,  tobacco  taxes  and  cigarette  taxes 
which  under  previous  law  were  deposited  in  the  long-range 
building  program  debt  service  fund  type.  Total  general  fund 
revenue  from  these  taxes  will  not  be  affected  since  the 
portion  which  had  been  earmarked  was  transferred  to  the 
general  fund  and  recorded  as  bond  excess  revenue. 


A 

Fiscal 
Year 

1979 

Total 

Collections 

(Millions) 

$21.800000 

General  Fund 

Collections 

(Millions) 

$21.800000 

GF 

Percent 
Change 

1 

Long-Range  Bond  Excess 

60 

A 

1980 

20.700000 

20.700000 

-5.05% 

A 

1981 

26.500000 

26.500000 

28.02% 

/^   " 

A 

1982 

20.450000 

20.450000 

-22.83% 

_                ■■'*~^ 

A 

1983 

22.797971 

22.797971 

11.48% 

y\jd 

A 

19W 

41.682643 

41.682643 

82.83% 

fv            y        "^ 

A 

1985 

37.535668 

37.535668 

-9.95% 

/           T*-*'^ 

A 

1986 

35.487786 

35.487786 

-5.46% 

a 

/ 

A 

1987 

35.312990 

35.312990 

-0.49% 

<A 

/ 

A 

1988 

37.461464 

37.461464 

6.08% 

1 

A      1 

A 

1989 

41.984807 

41.984807 

12.07% 

S    20 

■-«     w^ 

A 

1990 

46.168712 

46.168712 

9.97% 

A 

1991 

40.713103 

40.713103 

-11.82% 

A 

1992 

42.734109 

42.734109 

4.%% 

A 

1993 

47.644481 

47.644481 

11.49% 

A 

A 
A 

1994 
1995 
19% 

49214565 
48.150374 
52.368957 

49214565 
48.150374 
52.368957 

3.30% 
-2.16% 
8.76% 

879       1981       1983       1985       1987       1989       1991       1993       1995       1997       19! 
1980       1982       1984       1986       1988       1990       1992       1994       19%       1998 

19 

F 
F 
F 

1997 
1998 
1999 

51.951000 
0.000000 

51.951000 
0.000000 

-0.80% 
-100.00% 

Fiscal  Year 

jTotal               ^General  Fund     | 

0.000000 

0.000000 

NotApp. 

11 

1 
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Coal  Trust  Fund  Interest 

Article  IX,  section  5  of  the  Montana  Constitution  requires 
that  50.0  percent  of  all  coal  severance  tax  revenue  be 
deposited  in  a  permanent  coal  tax  trust  fund  and  that  the 
principal  of  the  trust  "shall  forever  remain  inviolate  unless 
appropriated  by  a  three-fourths  vote  of  each  house".  By 
statute,  interest  earned  on  this  trust  not  earmarked  to  other 
programs  is  distributed  100.0  percent  to  the  general  fund. 

Table  9  details  the  distribution  in  recent  years  of  that  portion 
of  the  interest  earned  on  the  permanent  coal  tax  trust  fund 
that  is  not  earmarked  for  other  programs. 


Table  8 

Distribution  of  Coal  Trust  Fund  Interest 

General 

Permanent 

School 

Fiscal  Year 

Fund 

Trust 

Equalization 

1984-1986 

85  0% 

15.0% 

0.0% 

1987 

100.0 

0.0 

0.0 

1988-1989 

98.0 

2.0 

0.0 

1990 

100.0  * 

0.0 

0.0 

1991-1995 

85.0 

0.0 

15.0 

1996  and  Beyond 

100.0 
of  interest  appropriated 

0.0                      0.0 
for  medical  research  fiicilities. 

•Minus  $2  0  million 

The  interest  earned  on  the  permanent  coal  tax  trust  fund  is 
an  important  general  fund  revenue  source.  During  the 
period  of  fiscal  1981  through  fiscal  1996,  $553.1  million  in 
interest  from  this  trust  was  deposited  in  the  general  fund.  In 
fiscal  1996,  permanent  coal  tax  trust  fund  interest  provided 
4.3  percent  of  total  general  fund  revenue. 

Initiative  95,  approved  by  voters  in  1982,  required  that  25.0 
percent  of  the  revenue  deposited  in  the  permanent  coal  tax 
trust  fund  after  June  30,  1983,  be  placed  in  the  in-state 
investment  trust  fund  for  investment  in  the  Montana 
economy  "with  special  emphasis  on  investments  in  new  or 
expanding  locally  owned  enterprises".  The  1991  legislature: 
1 )  eliminated  separate  accounting  for  the  in-state  investment 
trust;  and  2)  instructed  the  Board  of  Investments  to 
"endeavor  to  invest  up  to  25.0  percent  of  the  permanent  coal 
tax  trust  fund"  in  the  Montana  economy. 


The  Montana  Science  &  Technology  Alliance 

The  1989  and  1991  legislatures  authorized  the  Montana 
Science  and  Technology  Alliance  (MSTA)  use  of  $12.6 
million  from  the  in-state  investment  fund  for  investment  in 
new  and  expanding  technology-based  Montana  businesses 
and  for  research  and  development  project  loans.  The  1993 
legislature  authorized  MSTA  to  invest  an  additional  $1 1.0 
million  from  the  in-state  investment  program.  As  of 
November  1996,  $15.0  million  had  been  committed  for 
loans  to  Montana  businesses.  A  portion  of  the  uncommitted 
funds  for  research  was  to  be  returned  to  the  trust  at  the  end 
of  fiscal  1995,  and  the  uncommitted  portion  for  seed  capital 
must  return  to  the  trust  at  the  end  of  fiscal  1997. 

The  payback  of  principal  from  MSTA  loans  also  returns  to 
the  trust.  Before  July  1,  1993,  the  interest  from  MSTA  loans 
was  distributed  in  the  same  manner  as  other  interest  earned 
on  the  permanent  coal  tax  trust  fund.  HB  394,  enacted  by 
the  1993  legislature,  created  a  special  revenue  account  into 
which  all  interest  earned  from  MSTA  loans  is  deposited  and 
from  which  MSTA  expenses  will  be  paid,  with  the  balance 
returning  to  the  trust. 

HB  394,  passed  in  1993,  extended  the  authority  of  the 
MSTA  to  loan  money  from  the  permanent  coal  tax  trust  fund 
for  research  and  development  projects  until  the  end  of  fiscal 
1995  and  for  seed  capital  projects  until  the  end  of  fiscal 
1997.  The  bill  also  increased  the  amount  of  permanent  coal 
tax  trust  fund  principal  available  during  the  renewed  period 
for  research  and  development  project  loans  to  $8.1  million 
and  for  seed  capital  project  loans  to  $15.5  million.  Payback 
of  loans  are  deposited  in  a  special  revenue  account  to  offset 
costs  of  administration  by  MSTA,  after  which  the  payback 
must  be  deposited  in  the  permanent  coal  tax  trust  fund. 

SB  38,  passed  in  1995,  authorized  the  job  investment  act 
under  which  the  Department  of  Commerce  may  loan  a 
portion  of  the  permanent  coal  tax  trust  to  businesses  to 
create  and  retain  jobs  in  Montana.  A  loan  to  a  qualified 
business  may  not  exceed  $500,000  and  the  department  is  to 
report  annually  to  the  Revenue  Oversight  Committee.  The 
legislation  also  reduced  the  amount  of  permanent  coal  tax 
trust  funds  that  the  Board  of  Investments  allowed  the 
Montana  Board  of  Science  and  Technology  Development  to 
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invest  in  seed  capital  loans  and  mezzanine  loans  from  $15.5 
million  to  $12.5  million.  The  bill  also  increased  the  amount 
of  permanent  coal  tax  trust  funds  available  for  research  and 
development  projects  from  $8.1  million  to  $1 1 .1  million.  In 
the  past  these  funds  were  used  primarily  as  loans  to  the 
University  System.  Under  SB  38,  these  funds  will  be 
granted  to  the  University  System  for  research  and 
development  projects.  The  effect  of  this  legislation  is  to 
reduce  the  corpus  of  the  trust,  thus  reducing  interest  earnings 
deposited  in  the  general  fund. 

Microbusiness  Finance  Act 

The  1991  legislature  also  appropriated  $3.25  million  from 
the  permanent  coal  tax  trust  fund  for  the  Microbusiness 
Financing  Act.  These  funds  provided  capital  to 
microbusiness  development  corporations  that  provide  loans 
and  technical  assistance  to  qualified  small  businesses. 
Interest  earnings  and  loan  repayments  are  retained  by  the 
program  to  finance  administrative  costs  and  future  loans. 

HB  354,  passed  during  the  1995  session,  expanded 
appropriations  for  the  Microbusiness  Financing  Act,  which 
provides  loans  to  businesses  employing  less  than  ten 
employees  and  generating  less  than  $500,000  in  gross 
revenue  annually.  The  expansion  of  this  program  doubled 
the  appropriation  to  $6.50  million  of  investable  coal  tax  trust 
funds  made  available  to  the  Microbusiness  Finance  Program 
in  the  Department  of  Commerce.  Beginning  July  1,  1995, 
HB  354  also  increased  the  maximum  loan  amount  per 
individual  loan  from  $20,000  to  $35,000.  The  program 
provides  financing  for  working  capital  assets  and  fixed  asset 
acquisition  with  more  flexible  repayment  terms  than  those 
offered  by  commercial  institutions.  Payback  of  interest  and 
principal  of  the  loan  amounts  is  used  for  administrative 
purposes  and  for  financing  new  microbusiness  loans.  The 
reduction  in  coal  tax  trust  principal  as  a  result  of  this  bill 
will  result  in  reduced  interest  earnings  to  the  general  fund  in 
the  1999  biennium. 

Other  Uses  of  the  Trust 

Coal  tax  revenue  flowing  into  the  permanent  coal  tax  trust 
fund  is  also  used  to  secure  state  bonds  issued  to  finance 
water  resource  development  projects  and  activities.  Since 


1981  when  the  legislature  authorized  this  bonding  program, 
$96.0  million  in  water  development  projects  throughout  the 
state  have  been  authorized  with  revenue  from  these  bonds. 

During  the  January  1992  special  session,  the  legislature 
authorized  the  creation  of  a  school  bond  contingency  loan 
fund  within  the  permanent  coal  tax  trust  fund.  The 
contingency  fund  provided  up  to  $25.0  million  in  loan 
guarantees  for  school  district  bonds  certified  by  the 
Department  of  Administration  as  meeting  certification 
standards,  but  for  which  subsequent  litigation  prevents 
collection  of  property  taxes  levied  for  debt  service.  School 
districts  are  required  to  repay  any  guarantee  funds  used. 
Interest  on  the  contingency  fund  is  distributed  in  the  same 
manner  as  other  interest  earned  on  the  permanent  coal  tax 
trust  fiind.  This  legislation  expired  on  January  1,  1993.  HB 
667,  passed  during  the  1993  legislative  session,  provides 
school  facility  reimbursements  to  certain  schools  with  bonds 
that  have  been  issued  since  July  1,  1991. 

The  contingency  fund  provided  backing  for  $23.4  million  in 
school  bonds  for  14  schools.  The  average  balance  in  the 
contingency  fund  has  been  slightly  more  than  $2.0  million. 
The  contingency  fund  will  continue  to  exist  for  the  next  20 
years  until  these  bonds  are  retired. 

In  the  June  1992  election,  voters  approved  a  referendum  to 
create  the  treasure  state  endowment  fund  (TSEF)  within  the 
permanent  coal  tax  trust  fund.  The  fund  received  a  $10.0 
million  loan  from  the  trust  principal  in  fiscal  1994  and  will 
receive  half  the  funds  deposited  in  the  trust  during  fiscal 
1994  through  fiscal  2013.  Interest  earned  on  the  TSEF  is 
used  to  finance  local  infrastructure  projects,  as  prioritized  by 
the  Departments  of  Commerce  and  Natural  Resources  and 
Conservation  and  authorized  by  the  legislature. 

Passed  during  the  November  1993  special  session,  SB  4 
mandated  the  cash  balance  in  the  coal  tax  bond  fiand  as  of 
July  1,  1993,  be  deposited  in  the  permanent  coal  tax  trust 
fund.  The  total  amount  transferred  was  $31.1  million.  In 
addition,  any  balance  in  the  clean  coal  technology 
demonstration  fund  was  authorized  to  be  transferred  to  the 
permanent  coal  tax  trust  fund.  SB  4  also  changed  the 
mechanism  for  distributing  severance  tax  receipts  by 
requiring  the  50.0  percent  coal  severance  tax  revenue 
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allocation  to  the  permanent  trust  be  equally  divided  between 
the  trust  and  the  treasure  state  endowment  fund  (TSEF). 

HB  401,  passed  in  the  1993  session  and  HB  305,  passed  in 
the  1995  session,  authorized  loans  to  the  Department  of 
Environmental  Quality  (formerly  the  Department  of  Health 
and  Environmental  Sciences)  from  the  permanent  coal 
severance  tax  trust  for  technical,  litigation,  and 
administrative  expenses  associated  with  the  natural  resource 
damage  suit  against  the  Atlantic  Richfield  Company  in  the 
Clark  Fork  River  Basin.  The  amount  of  the  loans  authorized 
was  $2.6  million  during  the  1995  biennium,  $2.3  million 
during  1997  biennium,  and  $5.2  million  to  repay  principal 
and  interest  to  the  general  fund  for  litigation  costs  incurred 
in  the  1993  biennium.  As  of  June  30,  1996,  $9.2  million  had 
been  withdrawn  from  the  permanent  coal  tax  trust  to  pay  for 
litigation  expenses. 

In  addition  to  the  investable  balance,  interest  rates  play  a 
major  role  in  determining  the  amount  of  trust  fund 
investment  earnings.  Long-term  rates  on  bonds  rose  during 
calendar  1994  and  began  to  decline  in  calendar  1995.  In 
calendar  1996,  long-term  rates  declined  further  to  around  6.6 
percent.  Long-term  interest  rates  used  in  projecting 
investment  earnings  on  the  coal  trust  are  expected  to  average 
7.0,  6.5,  and  6.3  percent  in  fiscal  years  1997  through  1999, 
respectively. 

The  coal  trust  interest  revenue  estimates  also  include 
adjustments  for  bond  call  income.  During  fiscal  1993  when 
interest  rates  were  low,  bond  calls  totaled  $9.3  million.  In 
fiscal  1994,  as  interest  rates  rose,  bond  calls  dropped  to  $4.5 
million.  Bond  call  income  declined  to -$1.1  million  in  fiscal 

1995,  then  rebounded  to  a  gain  of  $.36  million  in  fiscal 

1996.  Gains  and  losses  to  the  permanent  trust  are  expected 
to  remain  at  $.36  million  for  fiscal  years  1997  through  1999. 


1997  Legislative  Action 

HB  578  abolishes  the  Montana  Board  of  Science  and 
Technology  beginning  July  1,  1999.  The  amount  of  money 
committed  for  research  and  development  ($1 1.1  million)  and 
for  seed  capital  loans  ($12.5  million)  may  be  disbursed  until 
July  1,  1999.  Any  money  under  these  caps  which  has  not 
been  committed,  except  for  $915,000,  must  be  returned  to 
the  coal  tax  trust.  The  Board  may  continue  to  provide  seed 
capital  loans  of  up  to  $700,000  to  existing  seed  capital 
companies  until  July  1,  1999  or  until  an  amount  of  $915,000 
has  been  reached,  however  up  to  $75,000  of  this  may  be 
used  for  administrative  expenses.  Beginning  April  1,  1997, 
the  proceeds  from  seed  capital  loans  must  be  deposited  in 
the  coal  tax  trust.  However,  during  fiscal  1998,  $250,000  of 
seed  capital  income,  as  well  as  $150,000  of  job  investment 
loan  income,  must  be  used  to  fund  the  judges'  retirement 
system.  Also  beginning  April  1,  1997,  and  ending  July  I, 
1999,  up  to  $2.0  million  in  income  and  interest  from 
research  and  development  loans  at  Montana  public 
universities  may  be  granted  to  research  and  development 
projects  at  the  universities.  After  July  I,  1999,  all 
repayment  proceeds  from  both  seed  capital  loans  and 
research  and  development  loans  in  excess  of  $4.4  million 
must  be  deposited  in  the  coal  severance  tax  permanent  fund. 
The  amount  of  $4.4  million  may  continue  to  be  loaned  out 
by  the  Department  of  Commerce  under  a  business 
investment  strategy  plan  which  must  be  reported  to  the  56th 
Legislature. 

HB  1 1 0  abandons  the  practice  of  using  coal  tax  trust 
principal  to  pay  litigation  expenses  associated  with  the 
ARCO  case.  HB  110  appropriates  $2.5  million  for  these 
litigation  expenses  during  the  1999  biennium.  The  funding 
for  this  appopriation  will  come  from  the  ending  fund  balance 
of  the  Welfare  Levy  account  and  the  Social  Services  Block 
grant  account,  both  in  DPHHS. 
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A 

Fiscal 
Year 

1979 

Total 

Collections 

(Millions) 

$0.000000 

General  Fund 

CoUecOons 

(Millions) 

$0.000000 

GF 
Percent 
Change 

1 

Coal  Trust  Interest  Earnings  1 

A 
A 
A 

1980 
1981 
1982 

0.000000 

7.421901 

11.542421 

0.000000 
7.421901 
11542421 

Not  App. 
Not  App. 

5552% 

jy 

A 
A 
A 

1983 
1984 
1985 

18.466762 
22291337 
28.672038 

18.466762 
18.S47636 

24299902 

59.99% 

2.60% 

2825% 

„     40 

M 

Q 

rf/^  V**" 

A 
A 
A 

1986 
1987 
1988 

38.168226 
39.924866 
37.692796 

32.443208 
39.924866 
36.754944 

3351% 
23.06% 
-7.94% 

o 

o 

.1 

/ 

A 
A 

A 

1989 
1990 
1991 

41.456920 
45.671428 
46.999390 

40.806026 
44.830283 
46.999390 

11.02% 
9.86% 
4.84% 

S    20 

/ 

A 

1992 

47395927 

47.069997 

0.15% 

jT 

A 

1993 

51247658 

49.787658 

5.77% 

r 

A 
A 
A 
F 
F 
F 

1994 
1995 
1996 
1997 
1998 
1999 

41.725015 
36.675110 
41.532305 
41.969000 
42.611000 
43218000 

41.725015 
36.675110 
41532305 
41.969000 
42.611000 
43218000 

-16.19% 

-12.10% 

1324% 

1.05% 

153% 

1.42% 

0 

^    ^    1       1       t      1      I      1       1      1      t      1      1      t       t      r      1      t      1      t      1 

1979        1981        1983 
1980       1982 

1985        1987        1989        1991        1993        1995       1997        1999 
984       1986       1988       1990       1992       894        1996       1998 
Fiscal  Year 

^Total               ^General  Fund 

1 
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Insurance  Premiums  Tax 

The  insurance  premiums  tax  is  levied  on  the  net  premiums 
or  gross  underwriting  profit  for  each  insurance  company 
operating  in  Montana.  The  tax  was  first  enacted  in  1 897  and 
has  been  amended  several  times  since  then.  The  current  tax 
rate  is  2.8  percent  of  net  premiums  on  policies  sold  in 
Montana.  Receipts  from  the  tax  are  distributed  to  the  police 
and  firemen  pension  funds,  with  the  remainder  going  to  the 
general  fund.  In  addition  to  the  premiums  tax,  the  State 
Auditor  collects  a  number  of  insurance  license  and  fee 
revenues,  which  are  also  deposited  in  the  general  fund. 

Collections  from  this  revenue  source  are  expected  to 
increase  in  fiscal  1997  through  fiscal  1999  at  a  rate  of  just 
over  7.5  percent  per  year.  Credits  claimed  due  to  the 
insolvency  of  the  Life  of  Montana  Insurance  Company  and 
other  companies  are  expected  to  continue  falling.  Under 
current  law,  all  insurers  are  assessed  a  portion  of  the 
insolvency  of  defauhing  insurance  companies.  Insurers  can 
then  claim  a  credit  on  their  premium  tax  return  equal  to  20.0 
percent  of  the  assessment  over  a  five-year  period.  This 
credit  reduces  general  fund  revenues.  In  early  1988,  Life  of 
Montana  was  declared  to  have  an  insolvency  of 
approximately  $36.0  million.  Insurers  began  claiming 
credits  for  their  portion  of  the  assessment  in  fiscal  1990  and 
are  anticipated  to  continue  claiming  credits  through  fiscal 
1999.  The  total  cost  to  the  general  fund  over  the  nine-year 
period  will  be  approximately  $36.0  million. 

The  1993  Legislature  enacted  HB  428  which  provides 
continued  funding  for  the  voluntary  statewide  genetics 
program  in  the  Department  of  Environmental  Quality 
(formerly  the  Department  of  Health  and  Environmental 
Sciences).  HB  428  extended  the  70-cent  annual  fee  paid  for 
each  Montanan  insured  as  of  February  1  of  each  year  under 


any  individual  or  group  disability  or  health  insurance  policy. 
This  program  contributes  approximately  $1.2  million  per 
biennium  to  general  fund  revenue. 

The  1995  Legislature  passed  SB  341  which  expanded  health 
benefits  covered  by  the  Montana  Comprehensive  Health 
Association  plan  for  people  with  high-risk  health 
characteristics  and  who  are  not  eligible  for  standard  health 
insurance  plans.  The  expansion  in  benefits  is  covered  by  an 
assessment  against  insurers  providing  health  insurance  in  the 
state  of  Montana.  Insurance  premium  revenue  will  decline 
because  all  non-Blue  Cross/Blue  Shield  insurers  may  offset 
assessments  against  the  insurance  premium  tax  in  the 
following  year.  The  expanded  assessment  was  first  made  in 
fiscal  1996  and  is  expected  to  reduce  future  insurance  tax 
revenues  slightly. 

1997  Legislative  Action 

HB  169  de-earmarks  the  portion  of  the  insurance  premium 
tax  which  was  earmarked  for  police  and  firemen's  pension 
funds.  HB  430  de-earmarks  the  1.5  percent  tax  on  fire 
insurance  premiums  that  were  used  to  pay  firefighter 
supplemental  benefits  and  deposits  this  in  the  general  fund. 
The  total  amount  of  additional  premium  tax  revenue 
deposited  in  the  general  fund  as  a  result  of  both  bills  will  be 
$10.8  million  in  fiscal  1998,  and  $11.3  million  in  fiscal 
1999.  The  net  impact  on  the  fund  balance  of  these  bills  in 
combination  with  HB  1 70,  HB  1 73  and  HB  505  is  about  $.20 
million  for  the  biennium.  Appropriations  for  police  and 
firefighter's  pension  funds  will  be  general  fund  statutory 
appropriations  as  a  result  of  HB  169.  HB  170,  HB  430,  and 
HB  505  increase  the  state's  contribution  to  these  systems  by 
approximately  $.20  million  for  the  biennium  by  requiring 
these  funds  be  actuarially  sound. 
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Year 

1979 

Total 
Collections 
(Millions) 

$14367308 

General  Fund 

Collections 

(Millions) 

$10.748226 

GF 
Percent 
Change 

1 

Insurance  Tax  &  License  Fees| 

A 

1980 

15.177033 

11.031794 

2.64% 

A 

1981 

15.967069 

9.551061 

-13.42% 

J^ 

A 

1982 

16.754178 

12.790003 

33.91% 

40 

I             xT 

A 

1983 

17.725218 

13.011479 

1.73% 

A          j^\ 

A 

1984 

19.517173 

13.621332 

4.69% 

1    30 

L\      p-^  / 

A 

1985 

20.797571 

15.691565 

1520% 

MV  _y       I 

A 

1986 

23.759335 

16.780399 

6.94% 

Q 

l\^-m-^            j/ 

A 

1987 

25299537 

18245085 

8.73% 

o 

_^\  \         AV^ 

A 

1988 

39.564932 

32.047077 

75.65% 

■^    20 

_V  /  v^^  ^ 

A 

1989 

28.085448 

20.882814 

-34.84% 

S 

..MT^*^^          ^^ 

A 

1990 

26.430389 

19.446368 

-6.88% 

-^^T^v^ 

A 

1991 

27.400168 

20.438058 

5.10% 

10 

--*s/^ 

A 

1992 

27.767615 

20.387391 

-025% 

A 

1993 

32.536113 

24.463587 

19.99% 

A 
A 
A 

1994 
1995 
1996 

32.506094 
33.662134 
36.388114 

22.510848 
24.600092 
26.132824 

-7.98% 
928% 
623% 

0 

1      f      1       1       1       r      1      1       1      1       1       1      1      1       1       1       1       1      1       1       1 

1979       1981       1983       1985       1987       1989       1991       1993       1995       1997       1999 
1980       1982       1984       1986       1988      1990       1992       1994       1996       1998 

F 
F 
F 

1997 
1998 
1999 

39.007000 
41.472000 
43.664000 

28.438000 
41.027000 
43224000 

8.82% 
4427% 

Fiscal  Year 

gTota]              ^General  Fund  1 

5.36% 

11 

1 
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Public  Institution  Reimbursements 

The  Department  of  Public  Health  and  Human  Services 
(formerly  the  Department  of  Social  and  Rehabilitation 
Services)  receives  reimbursement  for  the  cost  of  sheltering 
and  treating  residents  at  the  Montana  Developmental  Center 
(MDC),  the  Montana  Mental  Health  Nursing  Care  Center 
(formerly  called  Center  for  the  Aged),  Montana  State 
Hospital,  and  the  Montana  Veterans'  Home.  There  are  four 
sources  of  reimbursement  income:  1)  state  and  federally 
matched  Medicaid  monies;  2)  insurance  proceeds  from 
companies  with  whom  the  resident  is  insured;  3)  payments 
by  residents  or  persons  legally  responsible  for  them;  and  4) 
federal  Medicare  funds. 

All  revenue  collected  from  these  sources  is  deposited  in  the 
general  fiind  (except  for  debt  service  payments  for  the  MDC 
facilities  renovation).  Reimbursements  received  for  the 
Veterans'  Home  are  appropriated  to  the  institution.  Most  of 
the  reimbursements  come  from  federal  Medicaid  payments. 

Three  variables  determine  the  level  of  Medicaid  nursing 
home  payments:  1)  the  number  of  patient  days  eligible  for 
Medicaid  reimbursement;  2)  the  reimbursement  rate  per 
patient  day;  and  3)  the  private  resources  of  Medicaid 
patients. 

Prior  to  fiscal  1990,  the  state's  general  fund  match  to  federal 
Medicaid  payments  was  included  in  the  Department  of 


Public  Health  and  Human  Services'  budget  and  was  received 
(with  the  federal  portion)  as  revenue  by  eligible  state 
institutions.  Beginning  in  the  1991  biennium,  the  state's 
general  fund  match  was  determined  from  the  documented 
general  fund  costs  of  caring  for  Medicaid  residents.  This 
change  in  budgeting  procedures  reduced  reimbursements  to 
the  general  fund  by  approximately  $4.0  million  annually,  but 
also  reduced  general  fund  costs  by  a  like  amount. 

The  other  three  components  of  reimbursement  (insurance 
proceeds,  payments  by  residents,  and  Medicare  funds)  are 
expected  to  increase  by  the  rate  of  inflation. 

Total  collections  from  this  source  are  anticipated  to  increase 
during  the  1999  biennium  based  on  increased  Medicaid 
eligible  costs  at  state  institutions. 

The  1993  Legislature  enacted  HB  685,  which  eliminated 
licensed  acute  hospital  care  and  intermediate  nursing  care  at 
Galen.  This  was  expected  to  reduce  Medicaid 
reimbursement  payments  to  the  general  fund  by  an  estimated 
$1.4  million  during  the  1995  biennium. 

Passed  by  the  1995  Legislature,  SB  236  provides  restrictions 
on  Medicaid  eligibility  and  requires  recovery  of  Medicaid 
expenditures  for  long-term  care  through  liens  on  estates  and 
property.  The  additional  recoveries  will  generate  additional 
federal  public  institutional  reimbursements  in  the  general 
fund  during  the  1999  biennium. 
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A 

Fiscal 
Year 

1979 

Total 

Collections 

(Millions) 

$7264924 

General  FTjnd 

Collections 

(Millions) 

$7264924 

GF 

Percent 
Change 

Institution  Reimburseme 

*j 

IS 

A 

1980 

7.981975 

7.981975 

9.87% 

A 

1981 

9.899562 

9.899562 

24.02% 

16 

M       K     /X   --■ 

A 

1982 

10.974196 

10.974196 

10.86% 

y^      A  /    V^ 

A 

1983 

11.406505 

11.406505 

3.94% 

_/  \  y  v^ 

A 

1984 

9.179921 

9.179921 

-19.52% 

r^    \  r 

A 

1985 

12.895427 

12.895427 

40.47% 

/      \/ 

A 

1986 

14.1661W 

14.16610» 

9.85% 

Q 

A 

1987 

14215767 

14215767 

0.35% 

/ 

A 

1988 

15.395310 

15.395310 

8.30% 

,o 

p\  1 

A 

1989 

16.031423 

16.031423 

4.13% 

S   m 

J  \  / 

A 

1990 

12284668 

12284668 

23.37% 

/     v 

A 

1991 

14.140931 

14,140931 

15.11% 

A 

1992 

16.329459 

16.329459 

15.48% 

8 

-    1 

A 

1993 

14.486422 

14.486422 

-1129% 

^ 

A 
A 
A 

1994 
1995 
19% 

15.414542 
16.455809 
16.141901 

15.414542 
16.455809 
16.141901 

6.41% 
6.76% 
-1.91% 

5 

1       1      I       1       1       1       1       1       1       1       1       1       1       1       1       1       1       1       1       1       1 

1979        1981        1983       1985       1987       1989        1991       1993       1995       1997       1999 
1980       1982       1984       1986       1988       1990       1992       1994       19%       1998 

F 
F 
F 

1997 
1998 
1999 

15.471000 
15.803000 
16.193000 

15.471000 
15.803000 
16.193000 

-♦.16% 
2.15% 
2.47% 

Fiscal  Year 

gJolat               ^General  Fund 

1 
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Liquor  Profits  and  Taxes 

The  Department  of  Revenue  is  authorized  to  sell  liquor  and 
wines  to  retail  liquor  establishments  throughout  the  state. 
These  sales  resuh  in  profits  and  taxes  which  are  deposited  in 
various  state  and  local  accounts. 

Prices  established  by  the  department  include  a  standard 
mark-up,  a  16.0  percent  excise  tax,  and  a  10.0  percent 
license  tax.  The  excise  tax  is  deposited  in  the  general  fund. 
The  license  tax  is  distributed  to  the  Department  of  Public 
Health  and  Human  Services  and  to  cities,  towns,  and 
counties  for  alcohol  treatment  and  rehabilitation  programs. 

The  1995  Legislature  passed  HB  574  which  revised  the  laws 
regarding  the  sale  of  liquor  by  providing  for  the  conversion 
of  employee-operated  state  liquor  stores  to  agency  liquor 
stores,  and  selling  the  liquor  inventory  owned  by  the  state. 
The  liquor  inventory,  valued  at  $5.5  million,  less  the  cost  for 
terminating  employees,  resulted  in  a  net  one-time  revenue 
increase  to  the  general  fund  of  $4.4  million  in  fiscal  1997. 

Liquor  sales  for  fiscal  1997  through  1999  are  expected  to 
remain  stable.  This  is  a  change  in  the  trend  observed  during 
the  late  1980s  when  liquor  consumption  was  down.  Even 
with  an  aging  population,  more  emphasis  on  drug  and 
alcohol  education  in  schools,  and  the  increased  enforcement 
of  DUI  laws,  liquor  consumption  is  not  expected  to  change 


significantly  during  the  forecast  period. 

The  deficit  reduction  package  passed  by  Congress  in 
November  1990  increased  the  federal  tax  on  alcohol  by  8.0 
percent.  Since  Montana's  liquor  mark-up  is  applied  to  the 
price  of  the  liquor  including  the  federal  tax,  this  change 
increased  Montana's  total  liquor  sales  revenues,  translating 
into  larger  profits  and  higher  excise  taxes.  The  1999 
biennium  forecasts  for  liquor  profits  and  excise  taxes  assume 
no  further  changes  in  federal  laws. 

Operating  expenses  of  the  DOR  Liquor  Division  affect  the 
transfer  of  liquor  profits  to  the  general  fund.  It  is  estimated 
that  these  expenses  will  decrease  from  the  fiscal  1994  level 
of  $7.1  million  to  $6.4  million  in  fiscal  1997. 

The  increased  profits  in  fiscal  years  1984,  1987,  1991,  and 
1992  are  attributable  to  a  reduction  in  the  inventory  of  goods 
of  the  liquor  division.  In  fiscal  1990,  the  department  began 
a  "bailment"  program,  in  which  private  vendors  own  the 
liquor  and  wine  stocked  in  the  state  warehouse.  The  product 
becomes  state  property  once  it  is  loaded  on  a  truck  for 
shipment  to  a  store,  and  the  department  pays  vendors  for 
product  purchases  every  three  weeks.  Previously,  the 
department  purchased  stock  from  liquor  vendors  and  then 
stored  it  in  the  warehouse.  This  change  resulted  in  a  transfer 
of  $3.75  million  in  one-time  revenue  to  the  general  fund  in 
fiscal  1991. 
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Toal 
Fiscal      Collections 
Year        (Millions) 


A 

A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
F 
F 
F 


1979 
1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 


$7.200000 
5.500887 
7.499113 
5.750000 
4.500000 
5.782000 
4.466000 
4.500000 
5.000000 
3.633000 
3.600000 
3.500000 
7.750000 
5.363000 
3.800000 
3.437523 
3.537241 
6.300000 
6.322000 
5.455000 
5.6(MO00 


GF 
Percent 
Change 

1 

General  pTind 

Collections 
(Millions) 

Liquor  Profitl 

8 

$7200000 

- 

5.500887 

-23.60% 

f                                                             \ 

7.499113 

36.33% 

^   A 

5.750000 

-23.32% 

"\  A 

4.500000 

-21.74% 

\    \ 

5.782000 

28.49% 

^    6 

\    \                  \        r\ 

4.466000 

-22.76% 

■  \    i   -                     1  \ 

4.500000 

0.76% 

Q 

I   \  K              IV" 

5.000000 

11.11% 

\  /\              \ 

3.633000 

-27.34% 

1    5 

\     \      M              \ 

3.600000 

-0.91% 

s 

Y  Vy\        \ 

3.500000 

-2.78% 

ii  w  \        \ 

7.750000 

121.43% 

4 

\        V 

5.363000 

-30.80% 

l*         V 

3.800000 

-29.14% 

•-*-i           V" 

3.437523 

-9.54% 
2.90% 

78.10% 
0.35% 

-13.71% 
2.73% 

3 

3.537241 
6.300000 
6.322000 

1979       1981       1983       1985       1987       1989       1991       1993       1995       1997       1999 
1980       1982       1984       1986       1988       1990       1992       1994       1996       1998 
Fiscal  Year 

5.455000 

—  Total              ^ General  Fund    I 

5. 604000 

1 

Total 

General  Fund 

GF 

Fiscal 

Collections 

Collections 

Percent 

Year 

(Millions) 

(Millions) 

Change 

A 

1979 

$11.406432 

$7.022237 

A 

1980 

9.367701 

5.7M741 

-17.91% 

A 

1981 

10.300261 

6.340958 

10.00% 

A 

1982 

10.675236 

6.572066 

3.64% 

A 

1983 

10.655421 

6.559727 

-0.19% 

A 

1984 

10.422641 

6.415784 

-2.19% 

A 

1985 

9.642852 

5.935058 

-7.49% 

A 

1986 

9.482576 

5.836884 

-1.65% 

A 

1987 

9.079530 

5.589174 

^24% 

A 

1988 

8.646707 

5.322934 

^.76% 

A 

1989 

8.819075 

5.429220 

2.00% 

A 

1990 

8.814424 

5.428076 

-0.02% 

A 

1991 

9.361042 

5.759437 

6.10% 

A 

1992 

9.946010 

6.122351 

6.30% 

A 

1993 

10i71520 

6.645090 

8.54% 

A 

1994 

10.303391 

6.323863 

4.83% 

A 

1995 

10255831 

6217993 

-1.67% 

A 

1996 

11.871701 

7202584 

15.83% 

F 

1997 

10.941000 

6.636000 

-7.87% 

F 

1998 

11.177000 

6.779000 

2.15% 

F 

1999 

11,439000 

6.939000 

2.36% 

Liquor  Excise  Taxi 


1979       1981       1983       1985       1987       1989       1991       1993       1995       1997       1999 
1980       1982       1984       1986       1988       1990       1992       1994       1996       1998 
Fiscal  Year 


I    jTotal 


k  General  Fujid 


Fund   I 
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Inheritance  Tax 

An  inheritance  tax  is  imposed  on  the  transfer  of  any 
decedent's  property,  interest  in  property,  or  income  from 
property  within  the  state,  to  any  other  person  or  corporation 
except  a  surviving  spouse  or  governmental  or  charitable 
organization.  The  tax  rate  varies  from  0.0  to  32.0  percent 
depending  on  the  size  of  the  estate  and  the  relationship  of 
the  decedent  to  the  beneficiary. 

All  revenue  collected  from  the  inheritance  tax  is  deposited 
in  the  general  fund. 

Since  1980,  revenues  from  inheritance  taxes  have  fluctuated 
because  of  federal  and  state  law  changes,  accounting 
procedures,  and  the  processing  of  several  large  estates. 


Collections  during  fiscal  1995  and  fiscal  1996  exceeded 
$15.0  million  per  year,  but  these  high  collections  were  due 
to  a  few  extraordinarily  large  estates.  The  Revenue 
Oversight  Committee,  in  its  December  1996  meeting, 
adopted  forecasts  of  inheritance  tax  collections  that  would 
grow  from  $13.6  million  in  fiscal  1997  to  $14.3  million  in 
fiscal  1999.  However,  the  legislature  revised  the  estimates 
upward  by  a  little  more  than  $1.0  million  per  year  for  the 
three  forecast  years. 

1997  Legislative  Action 

HB  384  excludes  from  the  inheritance  tax  any  interest  in  real 
property  and  tangible  personal  property  of  closely  held 
businesses  that  are  transferred  to  the  lineal  descendants  of 
the  decedent's  grandparents.  HB  384  will  become  effective 
beginning  in  tax  year  1997  and  is  expected  to  reduce 
inheritance  tax  receipts  by  $1.1  million  per  year. 


A 

Fiscal 
Year 

1979 

Total 

Collections 

(Millions) 

$6.490196 

General  Fund 

Collections 

(Millions) 

$6.490196 

GF 
Percent 
Change 

1 

Inheritance  Tax 

A 

1980 

8i37242 

8.537242 

3154% 

r\ 

A 

1981 

6.195069 

6.195069 

-27.43% 

14 

V" 

A 

1982 

7.680529 

7.680529 

23.98% 

A 

1983 

6.398489 

6.398489 

-16.69% 

R 

A 

1984 

5.960471 

5.960471 

-6.85% 

/  \ 

A 

1985 

7.656622 

7.656622 

28,46% 

/     )L 

A 

1986 

8.364764 

8.364764 

925% 

o 

/ 

A 

1987 

7212092 

7212092 

-13.78% 

</t 

^\  J 

A 

1988 

8.745457 

8.745457 

2126% 

.1 

m     ^^'^ 

A 

1989 

10.091548 

10.091548 

15.39% 

S      8 

R                 y^   / 

A 

1990 

9.049129 

9.049129 

-10.33% 

/  \    R        f    ^J 

A 

1991 

9.339854 

9.339854 

321% 

1    \J  \      / 

A 

1992 

11.338204 

11J38204 

21.40% 

6 

■         "v^ 

A 

1993 

12.869460 

12.869460 

13.51% 

A 
A 
A 

1994 
1995 
1996 

10.885745 
15.382449 
15.404110 

10.885745 
15.382449 
15.404110 

-15.41% 

4131% 

0.14% 

4 

1    1    1    1    1    1    1    1    1    1    1    ■    1    1    1    1    1    1    1    1    1 

B79       1981       1983       1985       1987       1989       1991       1993       1995       1997       BS 
I980       1982       1984       1986       1988       1990       1992       1994       1996       B98 

(9 

F 
F 
F 

1997 
1998 
1999 

14.519000 
13.900000 
14.400000 

14.519000 
13.900000 
14.400000 

-5.75% 
426% 
3.60% 

Fiscal  Year 

pTolal              ^ General  Fund  1 

11 

1 

49 


REVENUE  ESTIMATES  BY  COMPONENT 


Metal  Mines  Tax 

The  metalliferous  mines  license  tax  is  imposed  on  the 
production  of  metals,  gems  or  stones  in  the  state.  The  tax 
rate  is  applied  to  the  gross  value  of  the  product,  which  is 
defined  as  the  market  value  of  the  commodity  multiplied  by 
the  quantity  produced. 

For  tax  years  beginning  after  December  31,  1988,  the  tax 
rate  is  as  follows: 

For  concentrates  shipped  to  a  smelter,  mill,  or  reduction 
work: 


Gross  Value 

$0-5250,000 

$250,001  and  Above 


Rate 

Exempt 

1.81% 


For  gold,  silver,  or  any  platinum  group  metal  that  is  dore, 
bullion,  or  matte  and  that  is  shipped  to  a  refinery: 


Gross  Value 

Rate 

$0-$250,000 

Exempt 

$250,001  and  Above 

1.6% 

Historically,  the  metal  mines  tax  has  been  deposited  in  the 
general  fund.  Beginning  in  fiscal  1986,  however,  one-third 
of  the  receipts  were  deposited  in  a  hard-rock  mining  trust 
account.  The  distribution  of  collections  for  tax  years 
beginning  after  December  31,  1988  was:  1)  58.0  percent  to 
the  general  fund;  2)  1.5  percent  to  the  hard-rock  mining 
impact  trust  account;  3)  15.5  percent  to  the  resource 
indemnity  tax  trust  fund;  and  4)  25.0  percent  to  the  county 
in  which  the  mine  is  located. 


Metal  prices,  metal  production,  and  the  effective  tax  rate  are 
the  major  factors  that  determine  the  level  of  metal  mines  tax 
receipts.  Prices  for  gold,  silver,  copper,  lead,  zinc, 
molybdenum,  palladium,  and  platinum  are  expected  to 
remain  constant  during  the  forecast  period.  Based  on 
information  from  the  major  metal  producers  in  the  state, 
production  levels  for  these  minerals  are  expected  to  increase 
slightly  throughout  the  forecast  period  of  fiscal  1997  through 
fiscal  1999. 

The  distribution  of  the  metal  mines  tax  has  been  altered 
several  times  during  the  1990s.  The  table  below  shows 
recent  historical  distributions  of  the  metal  mines  tax. 

1997  Legislative  Action 

The  1995  Legislature  passed  three  bills  which  overallocated 
the  metal  mines  tax  beginning  July  1,  1997.  The  portion 
which  had  been  allocated  to  the  abandoned  mines  was  to 
have  been  allocated  to  the  RIT  trust,  which  in  addition  had 
been  augmented  by  an  additional  allocation  of  7.0  percent, 
resulting  in  a  total  allocation  of  107.0  percent.  During  the 
1997  legislative  session,  HB  377  revised  the  allocation  of 
the  metal  mines  tax  beginning  July  1,  1997  by  reducing  the 
allocation  to  the  RIT  trust  to  zero,  and  allocating  8.5  percent 
permanently  to  a  new  orphan  share  account.  The  orphan 
share  account  will  pay  for  the  share  of  costs  associated  with 
environmental  waste  cleanup  projects  for  which  no 
responsible  party  can  be  identified.  The  table  below  shows 
historical  and  future  distributions  of  the  metal  mines  tax. 


I'able  9 

Distribution  of  M 

etal  Mines 

Tax  (Percent) 

hiscal 

hiscal 

hiscal 

1994-1995 

1996-1997 

1998&Beyonc 

General  Fund 

58.0 

58.0 

58.0 

RIT  Trust 

155 

0.0 

0.0 

Groundwater  Assessment 

0.0 

22 

22 

Abandoned  Mines 

0.0 

8.5 

0.0 

Orphan  Share 

0.0 

0.0 

85 

Reclamation  &Dev.  Grants 

0.0 

4.8 

4.8 

Hard  Rock  Mining 

15 

15 

15 

Counties 

25.0 

25.0 

25.0 
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A 

Fiscal 
Year 

1979 

Total 

Collections 

(Millions) 

$1544518 

General  Fund 

Collections 

(Millions) 

$1.544518 

GF 
Percent 
Change 

1 

Metal  N/Iines  Taxj 

K) 

A 

1980 

2.516820 

2316820 

62.95% 

A 

1981 

1.564569 

1364569 

-37.84% 

A 

1982 

1.861208 

1.861208 

18.96% 

8 

■ 

A 

1983 

1342061 

1.542061 

-17.15% 

/\ 

A 

1984 

2.630135 

2.630135 

7036% 

1     6 

m~l     ^~*---      A          ■ 

A 

1985 

1.977324 

1.977324 

-24.82% 

/                      \  /  \     J 

A 

1986 

1.479993 

0.989852 

•49.94% 

Q 

/                           ■       w^ 

A 

1987 

1.756121 

1211030 

22.34% 

I         K 

A 

1988 

4248913 

2.961778 

14437% 

1      4 

f  ^\j\-*<         • 

A 

1989 

6.355005 

4257531 

43.75% 

S 

//         ^^*\yv^#^ 

A 

1990 

6.306356 

3.664579 

-13.93% 

Id                    V    v^ 

A 

1991 

7.855130 

4.638654 

2638% 

2 

R      r\     1 

A 

1992 

6395466 

3.965609 

-1431% 

■      w"*^      \m^ 

A 

1993 

6321077 

4.030946 

1.65% 

\^ 

A 
A 
A 

1994 
1995 
1996 

6229683 
5259335 
6.941131 

3.613074 
3.05O414 
4.025856 

-10.37% 
-1537% 
31.98% 

Q 

1    1    1    t    1    1    1    1    1    1    1    1    1    1    1    1    1    1    1    1    1 

1979       1981       1983       1985       1987       1989       1991       1993       1995       1997       1999 
1980       1982       1984       1986       1988       1990       1992       1994       1996       1998 

F 
F 
F 

1997 
1998 
1999 

5238000 
5377000 
6.385000 

3.038000 
3235000 
3.703000 

-2434% 
6.48% 
14.47% 

Fiscal  Year 

^Total              ^General  Fund   1 

1 
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Electrical  Energy  Tax 

The  electrical  energy  tax  is  imposed  on  each  person  or 
organization  engaged  in  generating,  manufacturing,  or 
producing  electrical  energy  in  Montana.  The  tax  of 
$0.0002  per  kilowatt-hour  is  levied  against  all  electrical 
energy  produced  within  the  state.  A  deduction  is  allowed 
for  "actual  and  necessary"  energy  use  by  the  plant  for  the 
production  of  the  energy.  All  receipts  are  deposited  in  the 
general  fund. 


Electrical  energy  taxes  may  be  reduced  by  an  interest 
differential  credit  claimed  by  the  producers.  This  credit  is 
determined  by  the  difference  between  the  actual  interest 
received  on  energy  conservation  loans  and  the  average 
interest  rate  for  home  improvement  loans.  These  credits 
are  expected  to  reduce  general  fund  revenues  by 
approximately  $0.3  million  per  year. 

All  the  collections  from  this  tax  are  deposited  in  the 
general  fund. 


Total  electricity  production  in  Montana  is  projected  to 
increase  slightly  during  the  1999  biennium.  These 
assumptions  are  based  on  production  estimates  supplied 
by  the  major  producers. 


A 

Fiscal 
Year 

1979 

Total 

Collections 

(Millions) 

$2^23707 

General  Fund 

Collections 

(Millions) 

$2.523707 

GF 
Percent 
Change 

1 

Electrical  Energy  Taxj 

5 

A 

1980 

2.060960 

2.060960 

-18.34% 

A 

1981 

1.367959 

1.367959 

-33.63% 

A 

1982 

1.753173 

1.753173 

28.16% 

5 

■ 

A 

1983 

1.546157 

1346157 

-11,81% 

A 

A 

1984 

2.413172 

2.413172 

56.08% 

1    4 

/  V 

A 

1985 

2.361855 

2.361855 

-2.13% 

^^^^m           \_^^           J*~~* 

A 

1986 

2^30403 

2J30403 

7.14% 

Q 

A 

1987 

2.991861 

2.991861 

1824% 

/ 

A 

1988 

3J11082 

3.311082 

10.67% 

-     3 

-/ 

A 

1989 

3.815964 

3.815964 

1525% 

s 

J 

A 

1990 

4.100543 

4.100543 

7.46% 

"V            ¥-9'^ 

A 

1991 

3.906194 

3.906194 

4.74% 

2 

V            j^ 

A 

1992 

4.937510 

4.937510 

26.40% 

\        m      / 

A 

1993 

4232200 

4232200 

-1428% 

V/" 

A 
A 

A 

1994 
1995 
1996 

3.728365 
3.885910 
3J2(M07 

3.728365 
3.885910 
3.520407 

-11.90% 
423% 
-9.41% 

1979       1981       1983       1985       1987       1989       1991       1993       1995       1997       Bi 
1980       1982       1984       1986       1988       1990       1992       1994       19%       1998 

19 

F 
F 
F 

1997 
1998 
1999 

3.635000 
3.910000 

3.635000 
3.910000 

326% 
7.57% 

Fiscal  Year 

pTotal              ^General  Fund  j 

3.895000 

3.895000 

-0.38% 

11 

1 
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Drivers'  License  Fees 

A  resident  of  Montana  must  have  a  valid  driver's  license 
to  operate  a  motor  vehicle  on  any  highway  in  the  state.  A 
driver's  license  is  issued  only  if  the  applicant  passes 
specified  examinations  and  pays  a  fee.  The  fees  are 
collected  by  motor  vehicle  division  staff  or  county 
treasurers  and  are  forwarded  to  the  state  treasurer  for 
deposit.  The  fees  included  in  this  source  are  from  regular 
driver's  licenses,  commercial  driver's  licenses,  motorcycle 
endorsements,  and  duplicate  driver's  licenses. 

Drivers'  license  fees  are  influenced  by  Montana  population 
growth  in  the  age  cohort  16  years  and  older.  It  is 
estimated  that  the  number  of  people  in  this  group  will 
increase  by  approximately  1.8  percent  per  year  between 
1995  and  1999. 

The  driver's  license  fee  is  $4.00  per  year,  the  duplicate 
license  fee  is  $5.00  per  year  and  the  motorcycle 
endorsement  is  $.50  per  year.  The  commercial  driver's 
license  fee  is  $3.50  per  year  for  intrastate  licenses  and 
$5.00  per  year  for  interstate  licenses. 


The  1995  Legislature  enacted  HB  248  which  generally 
revised  driver  licensing  laws  by  extending  the  term  of  a 
driver's  license  from  four  years  to  eight  years.  The 
transition  to  eight-year  licenses  results  in  accelerated 
collections  in  the  first  eight  years  the  change  is  in  effect. 
HB  248  also  altered  the  distribution  of  the  fees.  Because 
of  a  codification  error,  the  driver's  license  and  duplicate 
license  fees  were  over-allocated,  and  the  motorcycle 
endorsement  was  misallocated.  The  table  below  shows  the 
way  the  fees  are  actually  allocated  in  fiscal  1997.  The 
legislature  adopted  this  distribution  in  making  its  revenue 
estimates  for  the  1999  biennium. 

1997  Legislative  Action 

HB  166  codified  the  drivers'  license  fee  distribution 
shown  in  Table  10.  As  explained  above,  HB  166  was 
passed  in  response  to  a  codification  error  as  a  result  of  the 
passage  of  HB  248  by  the  1995  Legislature.  HB  166 
brings  the  law  in  conformity  with  actual  practice  in  fiscal 
1997. 


Table  10 

Distribution  of  Drivers'  License  Fees 

Commercial 

Drivers' 

Duplicate 

Motorcycle 

Drivers' 

License 

License 

Endorsement 

License 

Nfontana  Highway  fttrol 

16.70% 

25.00% 

0.00% 

0.00% 

Counties  or  DQJ 

2.50% 

3.75% 

3.34% 

2.50% 

Traffic  Safety  &  Education 

26.25% 

8.75% 

63.46% 

0.00% 

General  Fund 

54.55% 

62.50% 

33.20% 

97.50% 

Total 

100.00% 

100.00% 

100.00% 

100.00% 
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A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
F 
F 
F 

Fiscal 
Year 

1979 
1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 

Total 

Collections 

(Millions) 

$1237413 
1302032 
1270064 
1.376728 
1.427548 
1.328563 
1.320716 
1.960814 
1.971861 
1.939289 
1.934339 
2.065777 
2.114827 
3.091645 
3.(M3986 
3.151465 
3259640 
4325185 
5.051000 
5.129000 
5214000 

General  Fund 

Collections 

(Millions) 

$1.171820 
1.189350 
1.163647 
0.916606 
0.816365 
0.799616 
0.803983 
0.7%349 
0.802900 
0.790325 
0.788321 
0.862954 
0.882589 
1.775859 
1.693173 
1.855408 
2.184202 
2374068 
3.171000 
3218000 
3270000 

GF 

Percent 
Change 

130% 

-2.16% 

2123% 

-10.94% 

2.05% 

0.55% 
-0.95% 

0.82% 
-137% 
-025% 

9.47% 

228% 

10121% 

4.66% 

9.58% 
17.72% 
17,85% 
23.19% 

1.48% 

1.62% 

1 

Drivers'  License  Fee 

5 

a 

o    3 
.1 
1    2 

1 

0 

•**c 

..  ^ 

r*    ^-*-» 

■'"  7- 

1979       1981       1983 
1980       1982 

1985       1987       1989       1991       1993       1995       1997       1999 
984       1986       1988       1990       1992       1994       1996       1998 
Fiscal  Year 

^  Total              ^General  Fund 
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Telephone  License  Tax 

The  telephone  company  license  tax  is  levied  on  the  gross 
income  earned  by  any  telephone  business  within  the  state, 
including  the  transmission  of  telephone  messages  by  line  or 
by  microwave  equipment.  An  exemption  is  allowed  for  the 
first  $250  of  gross  income  earned  each  quarter.  The  current 
tax  rate  of  1.8  percent  is  applied  to  the  adjusted  gross 
income  level.  All  collections  are  deposited  in  the  general 
fund. 

During  the  1991  regular  session,  SB  462  amended  this  tax 
from  1.7  percent  to  1.8  percent  of  gross  income.  Gross 
income  was  redefined  to  exclude  the  sale  of  services 
between  telephone  companies  and  customer  access  line 


charges. 

Telephone  license  tax  revenues  are  forecast  using  the 
anticipated  level  of  telephone  companies'  gross  income. 
Gross  income  is  dependent  on  the  quantity  of  services 
provided  and  the  price  of  the  services  offered.  As  the 
employment  base  of  the  state  grows  and  the  business 
economy  expands,  the  demand  for  these  types  of  services 
increases. 

Revenue  forecasts  for  the  telephone  license  tax  are  based  on 
modest  employment  growth  and  a  slight  economic 
expansion  for  businesses.  These  assumptions  equate  to 
approximately  a  2.4  percent  annual  growth  in  taxable 
income  for  fiscal  1997  through  fiscal  1999. 


A 

Fiscal 
Year 

1979 

Total 

CoUecnons 

(Millions) 

$1.634245 

General  Fund 

Collections 

(Millions) 

$1.634245 

GF 
Percent 
Change 

1 

Telephone  License  Tax 

g 

A 

1980 

1.783776 

1.783776 

9.15% 

A 

1981 

2.039383 

2.039383 

14.33% 

f 

A 

1982 

2.167815 

2.167815 

6.30% 

6 

A 

A 

1983 

2.463670 

2.463670 

13.65% 

/\  ^  ^ 

A 

1984 

2^21905 

2321905 

2.36% 

1 

/  \A-'^ 

A 

1985 

2.931732 

2.931732 

16.25% 

A  /  ^ 

A 

1986 

3243935 

3.243935 

10.65% 

a 

yV 

A 

1987 

3346256 

3.546256 

932% 

M^^^         ^ 

A 

1988 

3.45(M99 

3.45(M99 

-2.70% 

o 

^*-«-*^ 

A 

1989 

3.580073 

3380073 

3.76% 

s 

Jf 

A 

1990 

3.760038 

3.760038 

5.03% 

^_^-*"" 

A 

1991 

3.899657 

3.899657 

3.71% 

- 

»--" 

A 

1992 

4.983796 

4.983796 

27.80% 

A 

1993 

3.865712 

3.865712 

-22.43% 

A 
A 
A 

1994 
1995 
1996 

6.835201 
4.800861 
5.711933 

6.835201 
4.800861 
5.711933 

76.82% 

-29.76% 

18.98% 

1979       1981       1983       1985       1987       1989       1991       1993       1995       1997       BS 
1980       1982       1984       I98«       1988       1990       1992       1994       1996       1998 

19 

F 
F 
F 

1997 
1998 
1999 

5.305000 
5.431000 
5.560000 

5.305000 
5.431000 
5360000 

-7.12% 
238% 
238% 

Fiscal  Year 

g  Total               0  General  Fund  1 

11 

1 
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Beer  License  Tax 

A  tax  of  $4.30  is  levied  on  each  barrel  of  beer  produced  in 
or  imported  into  Montana.  Through  June  30,  1997,  41.9 
percent  of  the  receipts  have  been  distributed  to  the  general 
fund,  23.3  percent  to  the  Department  of  Public  Health  and 
Human  Services  (DPHHS)  alcohol  account,  and  34.9  percent 
to  cities  and  towns.  A  small  portion  of  the  revenue  from  the 
beer  license  tax  is  returned  to  Indian  tribes  per  an  agreement 
between  DOR  and  the  tribes. 

Beer  consumption  on  a  per  capita  basis  declined  in  fiscal 
1987  through  1989,  increased  between  fiscal  1990  through 
1992,  and  then  declined  between  fiscal  1993  and  fiscal  1995. 
Per  capita  consumption  was  up  slightly  in  fiscal  1996,  but  is 
expected  to  decline  approximately  .5  percent  per  year 
between  fiscal  1997  and  fiscal  1999.  Because  population  is 
growing,  beer  consumption  will  increase,  but  at  a  rate  less 
than  the  growth  in  population. 


1997  Legislative  Action 

HB  166  simplified  Montana  law  relating  to  beer  taxes. 
Previously,  the  beer  license  tax  was  composed  of  two  parts, 
a  $3.00  per  barrel  original  tax  and  an  additional  tax  of  $1 .30 
per  barrel.  Each  tax  and  its  distribution  were  codified  in 
separate  sections  of  law.  Beginning  July  1,  1997,  HB  166 
combines  the  two  taxes  in  one  section  of  law  and  combines 
the  distributions.  HB  166  does  not  change  the  total  tax  on 
beer  but  does  change  the  distribution  of  the  tax.  Of  the  total 
tax  of  $4.30  per  barrel,  $1.00  will  go  to  the  DPHHS  alcohol 
account  as  under  previous  law,  $.50  will  go  to  the  general 
fund  compared  with  $1.80  to  the  general  fund  previously, 
and  $2.80  to  cities  and  towns  compared  with  $1.50  under 
previous  law.  As  a  result,  general  fund  collections  of  beer 
tax  revenue  will  decline  about  $1.0  million  per  year  during 
the  1999  biennium. 


A 

Fiscal 
Year 

1979 

Total 

Collections 

(Millions) 

$3203812 

General  Fund 

Collections 

(Millions) 

$1201430 

GF 
Percent 
Change 

Beer  Tax 

A 

1980 

3244011 

12165m 

125% 

A 

1981 

3249022 

1218383 

0.15% 

_«-m-«-«^_                              /'~*""m— -*'*''*'^ 

A 

1982 

3279701 

1229888 

0.94% 

""^  "       ^~*^~»~*-"-»-»-«-*           ^~^ 

A 

1983 

3295482 

1235805 

0.48% 

' 

A 

1984 

3211297 

12W236 

-255% 

1 

A 

1985 

3.083163 

1.156186 

-3.99% 

A 

1986 

3.105743 

1287765 

11.38% 

o 

1  ^ 

A 

1987 

3.060956 

1281316 

-0.50% 

A 

1988 

2.997014 

1254564 

-2.09% 

o 

^.M 

A 

1989 

3.000273 

1255928 

0.11% 

s 

.-^^.^.^.V^^-.'M 

A 

1990 

3.028992 

1267950 

0.%% 

♦  »  «  •  •  *-~r^    ••••■•                      A 

A 

1991 

3.089077 

1293102 

1,98% 

\ 

A 

1992 

3.470874 

1.452896 

12.36% 

\ 

A 

1993 

3.441481 

1545395 

6.37% 

u 

A 
A 
A 

1994 
1995 
1996 

3263345 
3215598 
3.329868 

1.375734 
1.316559 
1.356496 

-10.98% 
^.30% 
3.03% 

1979       1981       1983       1985       1987       1989       1991       1993       1995       1997       ]9^ 
1980       1982       1984       1986       888       1990       1992       1994       1996       1998 

(9 

F 
F 
F 

1997 
1998 
1999 

3.369000 
3.409000 
3.449000 

1.372000 
0.358000 
0.362000 

1.14% 

-73.91% 

1.12% 

Fiscal  Year 

J  Total              ^General  Fund  1 
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Natural  Gas  Severance  Tax 

Before  January  1,  1996,  a  natural  gas  severance  tax  was 
imposed  on  the  production  of  natural  gas  in  Montana.  The 
tax  rate  had  been  2.7  percent  applied  to  the  gross  value  of 
gas  production,  and  the  proceeds  were  deposited  in  the 
general  fund.  During  the  July  1992  special  session,  the 
legislature  imposed  a  7.0  percent  surtax  on  natural  gas 
severance  tax  liability  for  production  that  occurred  during 
fiscal  1993. 

On  January  1,  1996,  the  natural  gas  severance  tax  was 
replaced  by  a  natural  gas  production  tax.  The  new  natural 
gas  production  tax,  enacted  by  SB  412  during  the  1995 
legislative  session,  consolidated  the  natural  gas  severance 
tax  with  the  local  government  severance  tax  (LGST),  the  net 
proceeds  tax,  the  resource  indemnity  and  groundwater 
(RIGWA)  tax,  and  the  privilege  and  license  (P&L)  tax  for  all 
natural  gas  produced  after  January  1,  1996.  The  new  natural 
gas  production  tax  is  due  to  the  state  60  days  after  the  end  of 
the  production  quarter.  Once  the  natural  gas  production  tax 
has  been  collected,  it  is  divided  into  a  local  share  and  a  state 


share.  The  state  share  is  further  allocated  to  the  general 
ftind,  the  resource  indemnity  account,  and  to  a  state  special 
revenue  account  for  use  by  the  Board  of  Oil  and  Gas 
Conservation.  The  intention  of  the  legislation  authorizing 
the  new  natural  gas  production  tax  was  to  provide  each 
account  with  the  same  revenue  as  when  the  taxes  were 
separate  entities. 

Because  of  coordination  with  several  bills  that  also  passed 
during  the  1995  legislative  session,  the  natural  gas 
production  tax  has  many  tax  rates  and  distribution 
percentages  depending  on  several  factors.  These  factors 
include  whether  the  natural  gas  is  produced  from  a  stripper 
well,  from  a  well  initially  drilled  before  July  1,  1985,  or 
after,  from  a  well  newly  drilled  within  the  last  year  or  two, 
and  whether  the  interest  being  taxed  is  the  working  interest 
or  the  royalty  interest.  The  table  below  shows  tax  rates  and 
distribution  percentages  for  each  type  of  oil  for  pre- 1985 
natural  gas  and  post- 1985  natural  gas. 


Table  1 1 

Natural  Gas  Production  Tax  and  Distribution  of  Revenue 

Tax 

Local 

State 

RITT 

P&L 

Gen.  Fund 

Rate 

Share 

Share 

Share 

Share 

Share 

Pre-85  Natural  Gas 

Regular  WI 

18,85% 

86.00% 

14.00% 

14.49% 

8.70% 

76.81% 

Stripper  WI 

11.30% 

86.00% 

14.00% 

14.49% 

8.70% 

76.81% 

Royalties 

15.10% 

86.00% 

14.00% 

14.49% 

8.70% 

76.81% 

Post-85  Natural  Gas 

0-12  Mo.  WI 

0.80% 

0.00% 

100.00% 

62.50% 

37.50% 

0.00% 

12-24  Mo.  WI 

12.80% 

93.75% 

6.25% 

62.50% 

37.50% 

0.00% 

Regular  WI 

15.45% 

86.00% 

14.00% 

14.49% 

8.70% 

76.81% 

Stripper  WI 

11.30% 

86.00% 

14.00% 

14.49% 

8.70% 

76.81% 

Royalties 

15.10% 

86.00% 

14.00% 

14.49% 

8.70% 

76.81% 

Stripper  Royalties 

15.10% 

86.00% 

14.00% 

14.49% 

8.70% 

76.81% 

WI  means  Working  Interest. 
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Natural  gas  production  started  to  decline  in  calendar  year 
1979,  but  this  trend  reversed  in  calendar  years  1988  and 
1989.  Total  production  is  expected  to  increase  at  close  to 
1 .0  percent  per  year  throughout  the  forecast  period. 


Average  natural  gas  well-head  prices  are  expected  to 
decrease  modestly  in  calendar  1997  through  1998  and  then 
increase  in  calendar  1 999. 


A 

Fiscal 
Year 

1979 

Total 

Collections 

(Millions) 

$1.151104 

General  Fund 

CoUecQons 

(Millions) 

$1.15110* 

GF 
Percent 
Change 

1 

Natural  Gas  Taxi 

J4 

A 

1980 

1264024 

1264024 

9.81% 

A 

1981 

2.115399 

1.881292 

48.83% 

12 

A 

1982 

2.658600 

2.474811 

31.55% 

\ 

A 

1983 

2.731818 

2.525059 

2.03% 

10 

\ 

A 

1984 

2.974924 

2.797996 

10.81% 

1 

\ 

A 

1985 

3.455040 

2.945778 

528% 

W             y^ 

A 

1986 

3.083983 

2.890666 

-1.87% 

^vXv. 

A 

1987 

2.744985 

2.492465 

-13.78% 

^^ 

A 

1988 

1.650087 

1.491523 

^.16% 

.1  * 

A 

1989 

1.893339 

1.724735 

15.64% 

s 

A 

1990 

1224535 
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Rail  Car  Tax 

Prior  to  1991 ,  the  freight  line  company  tax  was  assessed  on 
the  gross  earnings  of  every  railroad  freight  line  company 
operating  in  Montana.  Freight  line  companies  are  defined  as 
companies  operating  or  leasing  railroad  freight  cars  but  not 
owning  the  rails  over  which  the  cars  travel.  The  tax  rate  of 
5.5  percent  was  applied  to  the  gross  earnings  derived  from 
business  during  the  calendar  year.  All  collections  from  this 
tax  were  deposited  in  the  general  fund. 

During  the  July  1992  special  session,  the  legislature  enacted 
HB  24,  which  repealed  the  freight  line  company  tax 
retroactive  to  tax  years  after  December  31,1 990.  Revenue 
from  the  tax  which  was  received  for  tax  years  after  this  date 
will  be  returned  to  the  companies  who  paid  the  tax. 

HB  24  placed  all  property  of  a  railroad  car  company  in 
property  class  twelve,  beginning  in  January  1,  1991.  Class 
twelve  property  subject  to  taxation  is  defined  in  the  Railroad 
Revitalization  and  Regulatory  Reform  Act  of  1976.  The  tax 
rate  for  class  twelve  property  is  the  lesser  of  1 2.0  percent  or 
the  average  tax  rate  for  commercial  and  industrial  property. 
Railroad  car  companies,  which  operate  in  several  states,  pay 
taxes  on  the  portion  of  the  property  allocated  to  Montana, 
based  on  the  ratio  of  the  car  miles  traveled  within  Montana 
to  the  total  number  of  car  miles  traveled  in  all  states,  as  well 
as  time  spent  in  the  state  relative  to  time  spent  in  other 
states. 

The  revenue  from  this  tax  is  deposited  in  the  general  fund. 

The  1993  legislature  enacted  HB  640  which  revised  the  tax 
rate  for  railroad  cars.  The  new  tax  rate  is  equal  to  the 
previous  year's  average  statewide  levy  for  commercial  and 
industrial  property.  The  revision  in  the  tax  rate  should 
reduce  general  fund  revenue  in  the  1995  and  1997  biennia. 

In  November  1993,  railroad  car  tax  revenue  estimates  were 
reduced  by  $3.2  million  (i.e.  to  zero)  in  each  year  of  the 
1995  biennium,  based  on  the  uncertainty  over  pending 
litigation.  The  receipt  of  the  railroad  car  tax  collections 
depended  on  how  the  U.S.  Supreme  Court  decided  in  the 
ACFv.  Oregon  case.  The  plaintiffs  in  this  case  disputed  the 
legitimacy  of  collecting  personal  property  taxes  on  railroad 


property  when  certain  other  personal  property  in  the  state 
was  untaxed.  The  plaintiffs  claimed  such  taxation  violates 
the  federal  4R  act. 

On  January  24,  1994,  the  U.S.  Supreme  Court  held  in  ACF 
V.  Oregon  that  the  federal  4R  act  is  not  violated  when 
railroad  property  is  not  afforded  property  tax  exemptions  in 
the  same  degree  as  non-railroad  property.  The  4R  act 
requires  that  railroad  property  be  taxed  at  the  average  of  all 
taxable  commercial  and  industrial  property  within  a  taxing 
jurisdiction.  Since  exempt  commercial  and  industrial 
property  is  not  taxed,  the  exemptions  need  not  be  considered 
in  calculating  the  average  commercial  and  industrial  tax  rate 
for  rail  property.  The  U.S.  Supreme  Court's  ruling  was 
expected  to  result  in  a  similar  ruling  in  the  Montana  case,  - 
ACF  V.  Montana.  However,  the  litigation  in  the  Montana 
case  concerns  issues  in  addition  to  those  settled  in  the 
Oregon  case.  The  plaintiffs  in  the  Montana  case  disputed 
the  legality  of  the  Department  of  Revenue's  method  of 
calculating  assessed  value  based  on  miles  and  time  spent  in 
the  state.  A  second  suit,  Chrysler  Rail  Transportation 
Corporation,  et  al.  v.  Robinson,  also  involved  a  dispute 
with  the  state  over  the  same  issues. 

Current  law  regarding  the  taxation  of  rail  cars  contains  two 
significant  features: 

1)  allocation  of  value  to  Montana  is  on  a  mileage 
basis,  i.e.  miles  traveled  in  Montana  divided  by  total 
system  miles  traveled  within  North  America,  unless 
the  DOR  adopts  a  different  method  by 
administrative  rule.  The  Department  adopted  a  rule 
which  allocated  value  based  on  mileage  and  on 
speed  (500  miles  per  day  for  the  period  spent  in  the 
state),  giving  each  factor  equal  weight;  and 

2)  the  mill  levy  applied  to  the  value  allocated  to 
Montana  is  the  average  rate  of  taxation  on  all 
commercial  and  industrial  property  in  Montana. 

The  freight  line  companies  involved  in  both  suits  negotiated 
with  the  DOR  to  alter  the  mileage-speed  allocation  factor. 
The  companies  claimed  that  a  fairer  method  of  allocation 
would  place  more  weight  on  speed  than  on  miles.  SB  257, 
passed  by  the  1995  legislature,  did  this  by  weighting  mileage 
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by  one-fourth  and  speed  by  three-fourths,  in  addition  to 
changing  the  mill  levy  applied  to  rail  cars  to  the  levy  applied 
to  railroad  property.  The  Governor  vetoed  SB  257  and  the 
veto  was  upheld. 

The  tax  years  in  dispute  were  1991  through  1996.  The 
companies  paid  the  taxes  associated  with  these  years  into  a 
state  escrow  account.  The  revenue  received  in  the  escrow 
account  was  consistent  with  the  law  as  currently 
administered  by  the  Department.  Since  1992  when  the  suits 
were  first  brought,  the  legislature  has  declined  to  include  the 
revenue  from  the  freight  line  tax  in  their  revenue  estimates. 

In  November  1996,  the  ACF  suit  was  settled.  The  amount 
in  escrow  associated  with  this  case  was  $10.2  million.  Of 
this  amount,  $6.9  million  was  returned  to  the  companies 
involved,  and  $3.4  million  was  retained  by  the  state  and 
deposited  in  the  general  fund.  There  remains  $4.4  million  in 
the  escrow  account  because  the  Chrysler  case  remains 
unresolved.  The  legislature,  in  accordance  with  past 
practice,  included  in  the  revenue  estimates  for  fiscal  1997 
and  the  1999  biennium  only  the  revenue  from  the  companies 
associated  with  the  ACF  case,  which  will  be  around  $1.1 
million  per  year.  On  January  25th,  1997,  DOR  announced 
that  it  had  settled  the  Chrysler  case.  On  January  27th,  1997 


the  House  Taxation  Committee  adopted  increased  revenue 
estimates  associated  with  this  settlement.  In  fiscal  1 997  the 
state  will  receive  approximately  $1.8  million  from  the 
escrow  account,  and  in  future  years  will  receive 
approximately  $0.9  million  per  year  in  ongoing  revenue. 

The  method  DOR  uses  to  value  rail  car  property  in  the 
settlement  of  both  cases  is  as  follows: 

Speed  per  day  x  365  days  x  Montana  miles  per  system  mile 
X  system  miles  x  Class  1 2  tax  rate  x  average  commercial  and 
industrial  mills  x  95.0  percent.  There  are  two  speeds  per  day 
depending  on  the  type  of  car:  450  miles  per  day  for  coal 
gondolas  and  200  miles  per  day  for  other  types  of  rail  cars. 

1997  Legislative  Action 

SB  20  clarifies  the  definition  of  the  average  levy  applied  to 
railroad  cars.  Under  current  practice,  the  levy  applied  to 
taxable  value  is  95.0  percent  of  the  average  commercial  and 
industrial  levy  statewide.  SB  20  brings  the  law  in 
conformity  with  practice,  and  hence  SB  20  has  no  fiscal 
impact. 
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Wine  Tax 


1997  Legislative  Action 


A  wine  tax  is  levied  on  table  wines  imported  into  Montana 
by  wine  distributors  or  by  the  Department  of  Revenue.  The 
$0.27  per  liter  tax  is  distributed  in  the  following  manner: 
59.3  percent  to  the  general  fund,  30.9  percent  to  the 
Department  of  Public  Health  and  Human  Services  alcohol 
account,  and  9.9  percent  to  counties  and  cities.  A  small 
portion  is  returned  to  Indian  tribes  per  an  agreement  with  the 
DOR. 

Since  wine  taxes  are  not  based  on  the  value  of  the 
commodity,  revenues  are  a  function  of  consumption. 
Montana's  per  capita  consumption  has  been  highly  variable 
during  the  1990s,  peaking  once  in  1992  and  again  in  1996. 
Per  capita  consumption  between  fiscal  1996  and  fiscal  1999 
is  expected  to  decline  at  1.0  to  2.0  percent  per  year. 


HB  308  creates  a  new  tax  category  for  hard  cider.  Hard 
cider  is  an  alcoholic  beverage  made  from  the  juices  of  pears 
or  apples  and  contains  at  least  .5%  alcohol  but  not  more  than 
6.9%  alcohol  by  volume.  Hard  cider  has  been  taxed  in  the 
past  as  table  wine,  but  under  HB  308  hard  cider  will  be  taxed 
at  3.7  cents  per  liter.  In  addition,  the  distribution  of  the  tax 
on  table  wine  and  on  hard  cider  was  changed  so  that:  1)  59.0 
percent  is  distributed  to  the  general  fund,  2)  3 1 .0  percent  to 
the  state  special  revenue  account  for  DPHHS  for  treatment, 
rehabilitation,  and  prevention  of  alcoholism,  3)  5.0  percent 
for  allocation  to  the  counties,  and  4)  5.0  percent  to  the  cities 
and  towns.  HB  308  is  effective  beginning  July  1,  1997  and 
is  expected  to  reduce  general  fund  revenues  by  $8,296  in 
each  year  of  the  1999  biennium.  The  total  reduction  in 
revenue  to  all  state  and  local  accounts  is  expected  to  be 
$14,000  in  each  year  of  the  biennium. 
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Video  Gaming  Income  Tax 

The  Department  of  Justice  is  authorized  to  collect  a  15.0 
percent  tax  on  the  gross  income  of  each  licensed  video 
gaming  machine.  One-third  of  the  collections  is  deposited 
in  the  general  fund,  with  the  remainder  distributed  to  the 
incorporated  cities  and  towns  or  counties  in  which  the 
licensed  machines  are  located. 

Video  gaming  revenues  have  been  one  of  the  fastest  growing 
general  fund  revenue  sources  in  the  state,  doubling  between 
fiscal  1990  and  fiscal  1996.    The  growth  is  expected  to 


continue  throughout  the  forecast  period  but  at  a  declining 
rate  of  just  over  4.0  percent  per  year.  This  assumption  is 
based  on  continued  population  growth  and  modest 
disposable  income  growth. 

In  addition  to  the  gross  income  tax,  the  department  collects 
$200  for  each  video  gaming  machine  permit,  $100  to  be 
retained  by  the  department  for  administrative  purposes,  and 
$100  to  be  returned  to  the  local  government  jurisdiction  in 
which  the  machine  is  located.  An  annual  license  fee  of 
$1 ,000  is  also  charged  to  manufacturers/distributors  of  video 
gaming  machines. 
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Motor  Vehicle  Fees 

With  the  enactment  of  HB  744,  the  1989  legislature 
eliminated  the  state  special  revenue  motor  vehicle  recording 
account  and  required  all  receipts  be  deposited  in  the  general 
fund.  Effective  July  1,  1989,  the  fund  balance  and  many  of 
the  fees  collected  by  the  Department  of  Justice  are  deposited 
in  the  genera!  fund.  Some  of  these  fees  include: 

1)  $3.50  of  the  $5.00  motorboat  or  sailboat  certificate  of 
ownership  or  transfer  of  ownership  fee;  2)  $3.50  of  the  $5.00 
snowmobile  certificate  of  ownership  fee;  3)  the  $0.50 
snowmobile  registration  fee;  4)  all  money  collected  from 
snowmobile  dealer  registration  and  renewal  registration  fees; 

5)  all  money  collected  from  the  filing  of  security  interests  or 
other  liens  against  motor  vehicles  and  recreation  vehicles; 

6)  $3.50  of  the  $5.00  certificate  of  the  motor  vehicle 
ownership  fee;  7)  $20.00  of  the  $25.00  personalized  license 
plate  fee,  $1.00  of  the  $10.00  special  license  plate  fee  for 


military  veterans,  and  $5.00  of  the  $10.00  renewal  or 
transfer  fee;  8)  a  $1 .00  motor  vehicle  computer  fee;  9)  $3.50 
of  the  $5.00  fee  for  a  certificate  of  ownership  of  an  off- 
highway  vehicle;  and  10)  an  additional  fee  of  $5.25  (61-3- 
321,  MCA)  for  each  registration  of  a  motor  vehicle,  except 
trailers  and  semitrailers  registered  in  other  jurisdictions,  $.25 
of  which  is  deposited  in  the  highway  patrol  officers'  pension 
fund. 

1997  Legislative  Action 

HB  166  de-earmarked  the  $.25  additional  motor  vehicle 
registration  fee,  which  under  previous  law  was  deposited  in 
the  highway  patrol  officers'  pension  fund.  The  full  $5.25 
registration  fee  will  be  deposited  in  the  general  fund, 
beginning  July  1,  1997.  An  amount  equal  to  $.25  in 
registration  fees  will  be  statutorily  appropriated  from  the 
general  fund  to  the  pension  fund. 
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Vehicle  Tax 

Motor  vehicles  are  assessed  for  taxes  on  the  first  day  of  the 
annual  registration  period.  The  assessment  is  based  on  the 
average  trade-in  or  wholesale  value  as  of  January  1.  The 
National  Automobile  Dealers  Association  (NADA)  Official 
Used  Car  Guide,  the  National  Edition  of  NADA  Appraisal 
Guides  Official  Older  Used  Car  Guide,  or  the  retail  value  of 
the  vehicle  as  determined  by  the  county  assessor,  is  used  for 
value  assessment. 

If  the  value  shown  in  any  of  the  appraisal  guides  is  less  than 
$500,  the  value  of  the  vehicle  is  set  at  $500.  The  amount  of 
tax  due  is  based  on  2.0  percent  of  the  assessed  value. 

The  statewide  value  of  all  vehicles  is  forecast  to  increase 
slightly  more  than  6.5  percent  per  year  through  fiscal  1999. 
This  growth  includes  the  value  of  the  vehicles  plus  the 
growth  in  the  number  of  vehicles. 

Seven  percent  of  these  taxes  is  remitted  to  the  state  general 
fund  for  purposes  of  funding  district  court  expenses.  The 
remainder  is  distributed  based  on  the  relative  proportions  of 
mill  levies  for  state,  county,  school  district,  and  municipal 
purposes. 

1997  Legislative  Action 

HB  166  switches  the  deposition  of  the  7.0  percent  vehicle 
fee  from  the  general  fund  to  a  state  special  revenue  account. 
General  fund  revenue  will  be  reduced  by  $5.6  million  in 
fiscal  1998  and  by  $6.0  million  in  fiscal  1999.  General  fund 
expenditures  will  be  reduced  by  a  like  amount. 

SB  26  removes  trailers,  pole  trailers,  and  semitrailers  with  a 
declared  weight  of  less  than  26,000  pounds  from  class  8 
property.  Beginning  January  1,  1998,  this  property  will  be 
taxed  instead  on  a  fee-in-lieu-of-tax  basis.  The  schedule  of 
taxes  will  be  codified  in  Title  61,  chapter  3,  part  5  of  the 
MCA.  State  property  tax  revenue  will  decline  as  a  result  of 
this  bill,  however,  the  net  impact  of  the  bill  is  negligible 
since  the  fiat  fee  will  be  distributed  based  on  mill  levies 
assessed  by  taxing  jurisdictions.  Seven  percent  of  these 
taxes  will  be  distributed  to  a  state  special  revenue  account  as 
perHB  166. 


Beginning  January  1,  1998,  SB  57  removes  from  property 
class  8  (personal  business  property)  buses,  trucks  and  truck 
tractor's  having  a  manufacturer's  rated  capacity  of  more 
than  1  ton,  and  taxes  these  vehicles  under  a  fee  schedule 
which  varies  by  age  and  weight.  The  total  revenue  from  the 
new  fee  schedule  is  designed  to  equal  the  revenue  from  these 
vehicles  as  class  8  property.  The  fee  revenue  will  be 
distributed  under  61-3-509,  MCA,  which  pertains  to  the 
distribution  of  motor  vehicle  taxes,  i.e.  except  for  7.0 
percent  of  the  total,  the  revenue  will  be  distributed  in  the 
same  ratio  as  mill  levies  in  the  prior  fiscal  year.  Thus, 
nonlevy  revenue  distributed  to  the  state  95  mills  will 
increase  by  93.0  percent  of  the  amount  that  would  have  been 
generated  had  this  property  remained  in  class  8.  Seven 
percent  of  the  revenue  from  the  fees  on  heavy  trucks  will  be 
distributed  to  a  special  revenue  account  (as  per  HB  166)  for 
use  by  district  courts.  SB  57  also  changes  the  way  light 
vehicles  are  valued  beginning  January  1,  1998.  Under 
previous  law,  the  "taxation  value"  of  cars  and  light  trucks 
(under  1  ton  and  taxed  at  2.0  percent)  was  the  average 
wholesale  or  trade-in  values  established  in  National 
Automobile  Dealers  Association  (NADA)  guides.  Under  SB 
57,  light  vehicles  (including  vans  and  sport  utility  vehicles) 
will  be  taxed  at  2.0  percent  of  the  depreciated  value  of  the 
manufacturer's  suggested  retail  price  (MSRP).  SB  57 
establishes  separate  depreciation  schedules  for  cars,  light 
trucks,  vans  and  sport  utility  vehicles,  which  extend  for  16 
years.  The  minimum  value  each  of  these  vehicles  may  attain 
for  tax  purposes  is  $500.  The  taxes  generated  under  this 
new  process  are  expected  to  generate  the  same  state  revenue 
as  under  previous  law,  and  the  local  option  tax  of  .5  percent 
remains  intact. 

Both  SB  26  and  SB  57  may  increase  the  amount  of  SB  417 
reimbursements  the  state  pays  to  local  governments  and 
schools  in  fiscal  1999  and  beyond.  SB  417  reimburses  local 
governments  for  loss  in  taxable  value  associated  with  the 
phased  in  reduction  in  the  tax  rate  for  class  8  (business 
property)  from  9.0  percent  to  6.0  percent.  The  local 
reimbursements  require  a  comparison  of  class  8  taxable 
value  in  tax  year  1998  (taxed  at  6.0  percent)  with  class  8 
taxable  value  existing  before  the  passage  of  SB  417,  which 
was  taxed  at  9.0  percent.  Reducing  the  amount  of  property 
in  class  8  in  tax  year  1998  as  a  result  of  SB  26  and  SB  57 
will  increase  the  difference  on  which  reimbursements  are 
made.  The  amount  of  the  potential  increase  is  unknown. 
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Public  Contractors  Tax 

Contractors  or  subcontractors  submitting  a  proposal  to 
perform  construction  work  in  Montana  for  the  federal 
government,  state  government,  or  any  political  subdivision, 
must  be  licensed  as  a  public  contractor.  A  license  is  not 
required  in  order  to  bid  on  contracts  in  which  federal  aid  is 
used  for  highway  construction,  but  a  license  is  required  once 
the  bid  is  awarded. 


A  1.0  percent  license  fee  is  applied  to  the  gross  receipts  of 
each  separate  project  let  by  any  of  the  listed  public  entities. 
However,  the  license  fee  paid  may  be  used  as  a  credit  on  the 
contractor's  corporate,  individual,  or  personal  property  tax 
return. 

Collections  during  the  1999  biennium  are  anticipated  to  be 
slightly  below  the  fiscal  1996  level. 
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Property  Tax 

Montana  law  requires  counties  to  levy  a  county  equalization 
levy  of  55  mills  against  all  taxable  value  in  a  county.  The 
state  levies  a  statewide  equalization  levy  of  40  mills  against 
taxable  value  of  all  property  in  the  state.  Except  for 
agricultural  land  and  timberland,  taxable  value  is  defined  as 
the  market  value  of  statutorily  defined  property  times  a 
statutory  tax  rate.  Property  valued  at  market  value  includes 
residential  and  commercial  property,  personal  property, 
utility  property,  railroad  and  airline  property,  livestock,  and 
mineral  net  proceeds.  Agricultural  land  and  timberland  are 
valued  on  a  productivity  basis.  The  revenue  from  the 
property  tax  depends  on  the  underlying  value  of  the  property 
and  the  legislated  tax  rates.  Prior  to  fiscal  1996,  revenue 
from  the  county  equalization  levy  and  the  statewide  levy  was 
deposited  in  the  SEA  and  used  exclusively  for  support  of 
public  schools.  SB  83,  passed  by  the  1995  Legislature, 
revised  laws  concerning  dedicated  revenue  and 
appropriations.  Property  tax  receipts,  while  still  to  be  used 
for  support  of  public  schools,  are  deposited  in  the  general 
fund  beginning  in  fiscal  1996. 

Prior  to  fiscal  1973,  there  was  a  single  county  property  tax 
and  counties  were  required  only  to  levy  as  much  as  was 
necessary  to  finance  the  foundation  program  for  all  the 
schools  of  the  county.  Beginning  in  fiscal  1974,  all  counties 
were  required  to  levy  40  mills,  with  any  excess  sent  to  the 
state. 

Beginning  in  fiscal  1983,  the  county  equalization  levy  was 
increased  to  45  mills,  28  mills  for  elementary  schools  and  17 
mills  for  high  schools.  Any  property  tax  revenue  in  excess 
of  the  amount  needed  to  fund  schools  locally  continued  to  be 
deposited  in  the  SEA. 

In  a  special  legislative  session  in  1989,  the  county 
equalization  levy  was  increased  to  55  mills,  33  mills  for 
elementaries  and  22  mills  for  high  schools,  with  any  excess 
deposited  in  the  SEA.  In  addition,  a  statewide  levy  of  40 
mills  was  imposed  on  all  property  in  the  state.  The  40  mill 
property  tax  was  deposited  entirely  in  the  SEA.  The  new 
statewide  levy  and  the  increased  county  equalization  levy 
were  first  applied  to  tax  year  1990  property  values.  Both  the 
county  equalization  levy  and  the  statewide  levy  are  collected 
by  the  county  semi-annually  in  November  and  May. 


In  fiscal  1993,  the  law  was  changed  to  require  counties  to 
remit  the  entire  55  mills,  as  well  as  the  40  mills,  to  the  state. 
The  95  mills  were  deposited  in  the  SEA  for  distribution  to 
schools.  Counties  were  also  required  to  deposit  in  the  SEA 
any  ending  fund  balance  in  their  county  equalization 
accounts  at  the  end  of  fiscal  1 993 . 

In  addition  to  the  tax  on  property,  this  revenue  component 
includes  collections  from  "nonlevy"  sources  which  are 
distributed  on  the  basis  of  mills  levied  by  taxing 
jurisdictions.  These  nonlevy  sources  include  the  local  share 
of  the  oil  and  gas  production  tax  (formerly  the  local 
government  severance  tax  and  net  proceeds  tax),  vehicle 
fees,  coal  gross  proceeds  taxes,  the  local  share  of  the  state 
corporation  license  taxes,  and  other  smaller  revenue  sources. 

Collections  of  property  tax  rose  rapidly  between  fiscal  1970 
and  fiscal  1986,  due  to:  a  doubling  of  residential  and 
commercial  property  values;  increases  in  the  value  of 
personal  property  and  utility  property;  and  increases  in  oil, 
gas  and  coal  production.  Between  1986  and  1990,  property 
taxes  declined  mainly  because  of  a  reduction  in  the  price  of 
oil  and  natural  gas.  In  the  1989  session,  a  significant  part  of 
the  property  tax  base  was  removed  when  legislation  was 
passed  to  tax  natural  resources  on  a  "flat  tax"  basis.  This 
legislation  removed  nearly  $320.0  million  from  the  property 
tax  base  in  fiscal  1991. 

In  addition,  multiple  tax  rates  on  personal  property  were 
collapsed  into  a  reduced  rate.  In  fiscal  1991,  however, 
collections  actually  rose  substantially  above  levels  in  fiscal 
1990  because  of  the  enactment  of  the  40-mill  statewide  levy. 
Collections  rose  substantially  again  in  fiscal  1994  as  a  result 
of  reappraisal  of  commercial  and  residential  property. 

Revenues  have  continued  to  increase  since  fiscal  1994,  as 
the  Montana  economy  continues  to  grow.  The  relative 
importance  of  oil,  gas,  and  coal  revenues  distributed  to  the 
property  tax  levies  continues  to  decline.  As  the  economy 
grows,  however,  property  values  increase  and  growth- 
dependent  nonlevy  revenue  sources,  such  as  motor  vehicle 
fees,  also  grow. 

The  1995  legislature  revised  property  taxation  by  enacting 
several  property  taxation  bills.  The  significant  bills  were: 
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HB  497  expanded  property  tax  relief  for  low  income 
property  owners.  In  addition,  HB  497  established  a  two-year 
program  to  reimburse  residential  property  owners  whose 
residences  increased  in  value  by  15.0  percent  or  more  during 
the  reappraisal  conducted  in  tax  year  1993. 

•  Low-Income  Tax  Relief  -  Under  previous  law, 
single  and  married  homeowners  were  eligible  for 
reductions  in  property  taxes  on  the  first  $80,000  in 
home  market  value  if  they  met  certain  income 
requirements.  The  extent  of  the  reduction  in 
property  taxes  varied  inversely  with  income,  with 
some  very  low-income  taxpayers  eligible  for  total 
property  tax  relief  Married  taxpayers  with  incomes 
of  up  to  $16,214  in  calendar  1994  were  eligible  for 
some  relief,  with  single  taxpayers  eligible  if  income 
did  not  exceed  $13,512.  These  income  limits 
increase  with  inflation.  The  taxpayer  must  live  in 
the  residence  for  at  least  ten  months  of  the  year. 

HB  497  expanded  the  income  eligibility  limits  for 
the  low-income  property  tax  exemption  and 
collapsed  the  number  of  tax  relief  brackets  from  ten 
to  three.  The  new  limits,  which  took  effect  in  fiscal 
1997,  allow  some  relief  for  married  couples  with 
incomes  up  to  $20,000  and  up  to  $15,000  for  single 
taxpayers. 

The  low-income  tax  relief  provisions  in  HB  497 
also:  I)  raised  the  amount  of  market  value  eligible 
for  property  relief  from  $80,000  to  $100,000;  2) 
changed  the  number  of  months  in  which  a  taxpayer 
must  reside  in  the  residence  receiving  the  relief 
from  ten  months  to  seven  months;  and  3)  delayed 
the  relief  application  date  from  March  1  until  March 
15.  The  changes  in  the  low-income  tax  relief  are 
effective  for  all  tax  years  beginning  after  December 
31,  1995.  The  total  reduction  in  property  taxes  as  a 
result  of  HB  497  was  expected  to  be  $2.4  million  in 
fiscal  1997  for  all  taxing  jurisdictions.  However, 
based  on  current  signup,  it  appears  that  the 
expansion  of  this  program  in  fiscal  1997  will  result 
in  an  additional  reduction  in  property  tax  revenue  of 
only  $.7  million  for  all  jurisdictions. 

•  Residential  Property  Tax  Relief-  Homeowners  with 


homes  that  increased  in  value  by  more  than  15.0 
percent  due  to  reappraisal  between  January  1,  1992 
and  January  1,  1993  were  eligible  for  a  refund  of 
property  taxes  paid  in  excess  of  the  15.0  percent 
increase.  Homeowners  must  have  lived  in  the 
qualifying  residence  for  at  least  seven  months  of  the 
year.  HB  497  contained  general  fund  appropriation 
authority  of  $7.5  million  per  year  for  fiscal  1996 
and  1997  for  the  homeowners'  tax  refunds.  The 
actual  refund  in  fiscal  1996  was  only  $5.3  million. 
It  is  expected  that  the  refund  in  fiscal  1997  will  be 
the  same  amount. 

SB  138  revised  the  method  by  which  land  underlying 
homesteads  are  valued  for  property  tax  purposes.  Under 
previous  law,  homesteads  and  the  one  acre  underlying 
homestead  improvements  were  valued  at  market  value, 
regardless  of  the  size  of  the  acreage  owned  by  the  homestead 
owner.  SB  138  requires  that  the  land  underlying  a 
homestead  (up  to  one  acre)  be  valued  at  the  class  with  the 
highest  productive  value  and  production  capacity  of 
agricultural  land  in  the  state,  if  the  attached  acreage  exceeds 
160  acres,  or  if  the  attached  acreage  is  less  than  160  acres 
and  the  land  qualifies  as  agricultural.  If  the  attached  land  is 
less  than  160  acres  and  does  not  qualify  as  agricultural,  then 
the  land  underlying  the  homestead  must  be  valued  at  market, 
as  under  previous  law.  Land  in  lots  of  less  than  160  acres 
qualifies  as  agricultural  if  the  land  produces  at  least  $1,500 
in  agricultural  products.  The  new  valuation  scheme  for  land 
underlying  homesteads  will  apply  to  tax  years  after 
December  31,  1995.  The  reduction  in  property  taxes  for  all 
governments  in  fiscal  1997,  the  first  year  in  which  SB  138 
is  effective,  is  expected  to  be  approximately  $1.5  million. 
The  state's  share  of  the  revenue  reduction  in  fiscal  1997  will 
be  $.4  million  attributable  to  the  95-mills  and  less  than  $.1 
million  attributable  to  the  6-mill  university  levy. 

SB  156,  beginning  in  fiscal  1997,  required  the  boards  of 
county  commissioners  in  counties  where  colleges  of 
technology  reside,  to  levy  1.5-mills  for  deposit  in  the  state 
general  fund.  As  a  result,  general  fund  revenues  are 
expected  to  increase  by  slightly  over  $1.1  million  in  fiscal 
1997.  Effective  in  fiscal  1997,  the  colleges  of  technology 
are  appropriated  (HB  2)  general  fund  support.  This  revenue 
is  included  in  the  revenue  estimates  as  "Other  Revenue". 
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SB  198  revised  the  valuation  of  irrigated  agricultural  land  by 
limiting  deductible  water  costs.  Base  water  costs  are 
deducted  from  imputed  gross  agricultural  value  to  determine 
net  productivity  value  of  agricultural  land.  Minimum  water 
costs  of  $5.50  per  acre  are  used  for  each  acre  of  land.  Total 
water  costs  may  not  exceed  $35.00  per  acre.  Reductions  in 
property  tax  revenue  were  expected  to  total  nearly  $1.0 
million  dollars  for  all  governments  during  the  1997 
biennium.  Of  this  amount,  the  state's  general  fund  share  is 
expected  to  be  $.3  million  and  the  6-mill  university  levy 
share  is  expected  to  be  $28,000.  The  new  water  cost 
schedules  apply  to  all  tax  years  beginning  after  December 
31,  1994. 

SB  417  revised  the  tax  rate  applicable  to  class  8  business 
property  from  9.0  percent  to  6.0  percent.  The  reduction  in 
tax  rates  is  phased  in  over  three  years,  dropping  1 .0  percent 
per  year  beginning  in  tax  year  1996,  reaching  6.0  percent  in 
tax  year  1998.  The  loss  in  revenue  to  counties,  schools,  and 
cities  in  fiscal  years  1996  through  fiscal  1999  will  be 
reimbursed  by  the  state.  The  reimbursements  beyond  fiscal 
1999  will  be  phased  out  at  the  rate  of  10.0  percent  per  year, 
and  after  fiscal  2009  no  ftirther  reimbursements  will  be 
made.  Also  beginning  in  fiscal  2000,  SB  417  phases  out 
personal  property  tax  reimbursements  authorized  by  HB  20, 
which  was  passed  by  the  1 989  Legislature.  The  phase-out  of 
HB  20  reimbursements  will  also  be  conducted  over  ten 
years. 

Reimbursement  for  revenue  lost  due  to  SB  4 1 7  will  be  made 
to  county  governments,  incorporated  city  and  town 
governments,  consolidated  county  and  city  governments,  tax 
increment  financing  districts,  local  elementary  and  high 
school  districts,  local  community  college  and  vocational 
technical  center  districts,  miscellaneous  districts,  and  special 
districts.  State  accounts  will  not  be  reimbursed  for 
reductions  in  the  statewide  40-mill  levy,  the  county 
equalization  55-mill  levy,  the  university  6-mill  levy,  nor  the 
12  county  welfare  9-mill  levy.  Reimbursements  to  local 
taxing  jurisdictions  will  be  made  when  the  amount  of  "lost" 
revenue,  as  calculated  by  the  Department  of  Revenue,  is 
deducted  from  the  amount  of  the  statewide  levy  owed  by 
each  local  jurisdiction.  Each  taxing  jurisdiction  will  send 
the  state  a  reduced  amount  in  statewide  levy  revenue  in 
December  and  June  of  each  fiscal  year.  Reimbursements  are 
made  only  for  class  8  property  that  does  not  receive  local 


abatement  relief  Local  jurisdictions  will  also  not  receive 
reimbursements  for  the  loss  in  value  of  class  12  (railroad  and 
airline)  property. 

The  first  reimbursement  occurred  in  June  of  1996  for  $2.8 
million.  During  the  1995  legislative  session  it  was  estimated 
that  reimbursements  to  local  taxing  jurisdictions  would  total 
$49.1  million  for  fiscal  years  1997  through  fiscal  1999. 
However,  data  from  tax  year  1996  indicates  that  the  growth 
in  class  8  property  in  some  taxing  jurisdictions  has  been 
large  enough  that  the  reimbursements  have  been  reduced  or 
eliminated.  Reimbursements  are  eliminated  if  tax  revenue 
on  the  new  class  8  tax  base  exceeds  the  tax  revenue  on  the 
tax  year  1995  tax  base,  with  both  revenue  calculations  using 
fiscal  1996  mills.  The  1997  Legislature  estimated  that 
reductions  in  revenue  to  the  statewide  levy  would  total  $35.9 
million  from  fiscal  1997  through  fiscal  1999. 

The  loss  in  revenue  to  the  state  95  mills  between  fiscal  1997 
and  fiscal  1999  will  depend  on  the  growth  rate  in  the  market 
value  of  class  8  property.  The  reduction  in  the  tax  rate 
applied  to  class  8  market  values  will  reduce  the  class  8 
taxable  value,  but  these  reductions  will  be  mitigated  to  the 
extent  there  is  growth  in  class  8  market  value.  The  actual 
growth  in  class  8  market  value  in  tax  year  1996  was  2.2 
percent.  The  legislature  estimated  that  growth  in  class  8 
market  value  would  be  3.4  percent  in  tax  year  1997  and 
1998.  As  a  result,  the  loss  in  95-mill  revenue  during  fiscal 
1997  and  during  the  1999  biennium  will  be  $20.1  million. 

1997  Legislative  Action 

The  pre-session  estimates  of  general  fund  revenue  from  the 
95-mill  levy,  as  well  as  revenue  from  the  1 .5-mill  levy  for 
vo-techs,  reflected  the  estimated  revenue  impacts  of  cyclical 
reappraisal  of  property  in  class  3  (agricultural),  class  4 
(residential  and  commercial)  and  class  10  (timberland), 
which  was  completed  and  scheduled  to  take  effect  on 
January  1,  1997.  In  addition,  general  fund  spending  for  the 
University  System  and  for  the  assumed  counties  was 
estimated  to  be  reduced  due  to  reappraisal  because  of 
increased  property  tax  revenue  from  the  statewide  6-mill 
university  levy  and  the  regional  9-mill  welfare  levy. 

The  legislature  was  presented  with  estimates  of  the  revenue 
and  expenditure  impacts  associated  with  cyclical  reappraisal 
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in  advance  of  the  1997  session.  On  January  29,  1997, 
revised  estimates  of  the  revenue  impacts  of  reappraisal  were 
adopted  by  the  House  Taxation  Committee  in  response  to 
revised  data  from  DOR's  property  tax  database. 
Reappraisal,  in  comparison  to  a  situation  in  which 
reappraisal  had  not  occurred,  results  in  an  increase  of  state 
property  tax  revenue  during  the  1999  biennium  of  $80.9 
million  for  the  95  mills,  the  6  mills,  the  welfare  levy  (9 
mills)  and  the  vo-tech  levy  (1.5  mills).  In  addition, 
reappraisal  resulted  in  $6.6  million  more  nonlevy  revenue 
for  the  state.  A  large  share  of  state  nonlevy  revenue  is 
distributed  on  the  basis  of  the  relative  size  of  state  mills  to 
total  mills  in  a  jurisdiction  in  which  the  nonlevy  revenue  is 
generated.  Reappraisal  was  assumed  to  lower  local  mills, 
making  the  ratio  of  fixed  state  mills  to  total  mills  within  a 
jurisdiction  larger,  thus  increasing  nonlevy  revenue. 

The  impacts  of  reappraisal  on  local  government  revenue 
were  not  calculated.  However,  reappraisal  was  expected  to 
impact  school  district  revenue  received  from  the  state.  State 
payments  of  guaranteed  tax  base  (GTB)  to  school  districts 
were  expected  to  be  reduced  by  $15.2  million  during  the 
1999  biennium.  State  GTB  payments  are  reduced  as  a  result 
of  reappraisal  for  two  reasons:  1)  in  fiscal  1998  the  effect  is 
a  one-time  occurrence  due  to  lags  in  the  GTB  aid  formula; 
and  2)  in  fiscal  1999  and  beyond,  reappraisal  causes  a 
reduction  in  the  wealth  disparity  between  school  districts  in 
the  state. 

SB  195,  passed  by  the  1997  Legislature,  addressed  the 
impacts  of  reappraisal  on  the  property  tax  base  by 
implementing  two  mitigation  methodologies:  1)  a  phase-in 
of  market  values  for  class  3  and  class  4  property  over  50 
years  at  2.0  percent  per  year,  and  2)  a  phased-in  reduction  in 
the  tax  rate  applicable  to  class  3  and  class  4  property  over  50 
years  of  .022  percent  per  year.  Both  existing  property  and 
new  property  in  class  3,  class  4,  and  class  10  will  be  affected 
by  the  value  phase-in.  Only  classes  3  and  4  will  be  affected 
by  the  phased-in  tax  rate  reductions. 

SB  195  temporarily  lengthens  the  next  reappraisal  cycle  by 
requiring  that  the  next  reappraisal  process  not  begin  until 
January  1,  2007,  and  be  completed  by  January  1,  2010. 
Subsequent  reappraisal  cycles  are  required  to  be  completed 
every  three  years. 


In  addition,  SB  195  changed  the  tax  base  against  which  to 
measure  revenue  increases  for  Initiative  105  purposes  for 
local  governments.  These  provisions  are  as  follows: 

1)  With  exceptions,  a  county,  city  and  town 
may  collect  no  more  in  revenue  from 
property  taxes  than  was  collected  in  tax 
year  1996. 

2)  A  local  government  may  collect  more 
revenue  than  was  collected  in  tax  year  1996 
under  the  following  conditions: 

a)  revenue  from  new  property  is  not  counted  toward 
the  limit; 

b)  if  there  is  a  loss  in  nonlevy  revenue,  the  taxing 
jurisdiction  may  increase  property  tax  revenue  to 
make  up  for  the  loss;  and 

c)  if  the  voters  of  a  taxing  unit  vote  to  increase 
property  tax  revenue  in  an  election  in  which  there  is 
at  least  a  40.0  percent  turnout  of  qualified  voters, 
then  property  tax  revenues  may  exceed  the  new 
limits. 

SB  195  also  created  an  interim  property  tax  study  committee 
consisting  of  twelve  members  evenly  divided  between 
houses  of  the  legislature  and  political  parties.  The  purpose 
of  the  committee  is  to  study  the  state  property  tax  system 
and  to  prepare  a  menu  of  alternatives  to  revise,  reform  or 
replace  the  state's  property  tax  system.  The  alternatives 
should  include  proposals  to  remove  property  tax  revenue 
volatility  and  options  which  replace  the  current  valuation 
system. 

HB  104  changed  the  way  placements  of  out-of-state  students 
are  paid  for.  Under  previous  law,  the  costs  associated  with 
students  without  disabilities  who  were  placed  in  an  out-of- 
state  institution  by  either  the  Department  of  Corrections  or 
the  Department  of  Public  Health  and  Human  Services  were 
paid  for  out  of  county  equalization  revenue  (55  mills).  HB 
104  requires  that  the  state  agency  responsible  for  the 
placement  pay  for  the  placement  costs.  It  is  expected  that 
county  equalization  revenue  will  increase  by  approximately 
$274,000  per  year. 
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HB  381  expanded  the  exemption  from  property  taxation  of 
certain  community  service  buildings  and  land.  The 
exemption  applies  to  the  community  service  lodge  and  up  to 
three  acres  of  land.  Previous  law  only  exempted  land  up  to 
one  acre.  In  addition,  HB  381  allows  organizations  which 
serve  food  or  beverages  on  premises  to  qualify  for  the 
exemption.  The  expansion  of  the  exemption  begins  in  tax 
year  1997  and  will  reduce  state  general  fund  revenues  by 
approximately  $38,000  per  year. 

SB  26  removed  trailers,  pole  trailers,  and  semitrailers  with 
a  declared  weight  of  less  than  26,000  pounds  from  class  8 
property.  Beginning  January  1,  1998,  this  property  will  be 
taxed  instead  on  a  fee-in-lieu-of-tax  basis.  The  schedule  of 
taxes  will  be  codified  in  Title  61,  chapter  3,  part  5  of  the 
MCA.  State  property  tax  revenue  will  decline  as  a  result  of 
this  bill,  however,  the  net  impact  of  the  bill  is  negligible 
since  the  flat  fee  will  be  distributed  to  mill  levies. 

Beginning  January  1,  1998,  SB  57  removes  from  property 
class  8  (personal  business  property)  buses,  trucks  and  truck 
tractor's  having  a  manufacturer's  rated  capacity  of  more 
than  one  ton,  and  taxes  these  vehicles  under  a  fee  schedule 
which  varies  by  age  and  weight.  The  total  revenue  from  the 
new  fee  schedule  is  designed  to  equal  the  revenue  from  these 
vehicles  as  class  8  property.  The  fee  revenue  will  be 
distributed  under  61-3-509,  MCA,  which  pertains  to  the 
distribution  of  motor  vehicle  taxes,  i.e.  except  for  7.0 
percent  of  the  total,  the  revenue  will  be  distributed  in  the 
same  ratio  as  mill  levies  in  the  prior  fiscal  year.  Thus, 
nonlevy  revenue  distributed  to  the  state  95  mills  will 
increase  by  93.0  percent  of  the  amount  that  would  have  been 
generated  had  this  property  remained  in  class  8.  Seven 
percent  of  the  revenue  from  the  fees  on  heavy  trucks  will  be 
distributed  to  a  special  revenue  account  (as  per  HB  1 66)  for 
use  by  the  district  courts.  SB  57  also  changes  the  way  light 
vehicles  are  valued  beginning  January  1,  1998.  Under 
previous  law,  the  "taxable  value"  of  cars  and  light  trucks 
(under  one  ton  and  taxed  at  2.0  percent)  was  the  average 


wholesale  or  trade-in  values  established  in  National 
Automobile  Dealers  Association  (NADA)  guides.  Under  SB 
57,  light  vehicles  (including  vans  and  sport  utility  vehicles) 
will  be  taxed  at  2.0  percent  of  the  depreciated  value  of  the 
manufacturer's  suggested  retail  price  (MSRP).  SB  57 
establishes  separate  depreciation  schedules  for  cars,  light 
trucks,  vans  and  sport  utility  vehicles,  which  extend  for  16 
years.  The  minimum  value  each  these  vehicles  may  attain 
for  tax  purposes  is  $500.  The  taxes  generated  under  this 
new  process  are  expected  to  generate  the  same  revenue  as 
under  previous  law,  and  the  local  option  tax  of  .5  percent 
remains  intact. 

Both  SB  26  and  SB  57  may  increase  the  amount  of  SB  417 
reimbursements  the  state  pays  to  local  governments  and 
schools  in  fiscal  1999  and  beyond.  SB  417  reimburses  local 
governments  for  loss  in  taxable  value  associated  with  the 
phased-in  reduction  in  the  tax  rate  for  class  8  (business 
property)  form  9.0  percent  to  6.0  percent.  The  local 
reimbursements  require  a  comparison  of  class  8  taxable 
value  in  tax  year  1 998  with  class  8  taxable  value  existing 
before  the  passage  of  SB  417.  Reducing  the  amount  of 
property  in  class  8  in  tax  year  1998,  as  a  result  of  SB  26  and 
SB  57,  will  increase  the  difference  on  which  reimbursements 
are  made.  The  amount  of  the  potential  increase  is  unknown. 

SB  213  revised  the  property  tax  exemption  for  a  disabled 
veteran  or  surviving  spouse  by  increasing  the  income 
limitations  applicable  to  the  exemption.  Under  previous 
law,  residences  owned  by  disabled  veterans  or  their 
surviving  spouses  were  exempt  if  their  annual  adjusted  gross 
income  was  less  than  $1 5,000  for  a  single  person  or  less  than 
$18,000  for  a  married  couple.  SB  213  raised  these  income 
limits  to  $30,000  and  $36,000,  respectively,  beginning  in  tax 
year  1998.  The  impact  of  SB  213  is  unknown;  however,  it 
is  expected  that  general  fund  revenue  will  decline  slightly 
beginning  in  fiscal  1999. 
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Lottery  Transfers 

The  Montana  state  lottery  was  enacted  by  legislative 
referendum  and  became  effective  January  1,  1987.  The  first 
lottery  game  was  launched  in  June  1987.  A  lottery  is 
generally  defined  as  "any  procedure  in  which  one  or  more 
prizes  are  distributed  among  persons  who  have  paid  for  a 
chance  to  win  a  prize."  The  games  are  administered  by  the 
Department  of  Commerce.  By  law,  a  minimum  of  45.0 
percent  of  the  money  paid  for  tickets  or  chances  must  be 
paid  out  as  prize  money. 

Before  fiscal  1991,  lottery  revenue  was  distributed  45.0 
percent  to  prizes,  15.0  percent  to  administration,  and  the 
remainder  to  teachers'  retirement.  Beginning  in  fiscal  1991 , 
lottery  revenue  was  distributed  45.0  percent  to  prizes  and 
15.0  percent  to  administration.  Of  the  remaining  net 
revenue,  1.6  percent  was  distributed  to  the  Board  of  Crime 
Control  to  fund  state  grants  to  counties  for  youth  detention 
services,  and  the  remaining  portion  was  deposited  in  the 
SEA. 

Beginning  in  fiscal  1992,  the  percentage  to  the  Board  of 
Crime  Control  was  increased  to  the  lesser  of  9.1  percent  of 
net  revenue  or  $1 .0  million  dollars  annually. 

Lottery  revenues  increased  rapidly  in  the  early  1 990s,  due  to 
higher  disposable  personal  income  and  an  increased  number 
of  games,  including  the  introduction  of  the  Powerball  game. 
During  the  introductory  stages  of  a  new  game,  consumer 


interest  is  high.  After  a  few  years,  however,  interest  in  a 
new  game  moderates  and  ticket  sales  subsequently  decline. 
Lottery  revenue  projections  for  the  1999  biennium  are 
expected  to  follow  this  pattern,  and  revenues  are  expected  to 
decline  at  a  rate  of  3.0  percent  per  year. 

SB  83,  passed  by  the  1995  Legislature,  revised  laws 
concerning  dedication  of  revenue  and  statutory 
appropriations.  Effective  beginning  in  fiscal  1996,  that  part 
of  all  gross  lottery  revenue  not  used  for  prizes,  commissions, 
and  operating  expenses,  together  with  the  interest  earned  (on 
the  gross  revenue  while  the  gross  revenue  is  in  the  enterprise 
fund),  is  considered  net  revenue.  This  net  revenue  is 
transferred  quarterly  to  the  general  fund.  The  Board  of 
Crime  Control  allocation  of  revenue  was  eliminated.  It  is 
expected  that  $1.8  million  of  additional  lottery  revenue  will 
be  deposited  in  the  general  fund  during  the  1997  biennium. 

1997  Legislative  Action 

HB  615  establishes  an  interim  commission  to  study  the 
socioeconomic  impacts  of  gambling  in  Montana.  The  costs 
associated  with  the  study  will  be  paid  for  from  the  net  lottery 
revenue  which  otherwise  would  be  deposited  in  the  general 
fijnd.  HB  615  appropriates  $100,000  of  net  lottery  revenue 
to  the  Legislative  Services  Division  for  use  during  the 
biennium.  The  study  is  to  be  conducted  between  July  1, 
1997,  and  June  30,  1999. 
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A 

Fiscal 
Year 

1979 

Tool 

Collections 

(Millions) 

$0.000000 

General  Fund 

Collections 

(Millions) 

$0.000000 

GF 
Percent 
Change 

1 

10 

Lottery  Profit  1 

A 

1980 

0.000000 

0.000000 

Not  App 

_/^ 

A 

1981 

0.000000 

0.000000 

Not  App 

fy*\ 

A 

1982 

0.000000 

0.000000 

Not  App 

8 

11                 *"*-«. 

A 

1983 

0.000000 

0.000000 

Not  App 

//                                      ^ 

A 

1984 

0.000000 

0.000000 

Not  App 

1     6 

o 

H                             ^^ 

A 

1985 

0.000000 

0.000000 

Not  App 

/ 

A 

1986 

0.000000 

0.000000 

Not  App 

Q 

w 

A 

1987 

0.000000 

0.000000 

Not  App 

/ 

A 

1988 

0.000000 

0.000000 

Not  App 

1      4 

m 

A 

1989 

0.000000 

0.000000 

Not  App 

s 

1 

A 

1990 

0.000000 

0.000000 

Not  App 

1 

A 

1991 

4200337 

4200337 

Not  App 

T 

1 

A 

1992 

5.582834 

5.493509 

30.79% 

1 

A 

1993 

8.868627 

8.061582 

46.75% 

1 

A 
A 
A 

1994 
1995 
1996 

9.377235 
7.811958 
7.858821 

8.523907 
7.811958 
7.858821 

5.73% 
-8.35% 
0.60% 

1979       S81       1983       1985       1987       1989       1991       1993       1995       1997       1999      1 
1980       1982       1984       1986       1988       1990       1992       1994       1996       1998            | 

F 
F 

1997 
1998 

7.736000 
7.166000 

7.736000 
7.166000 

-li6% 
-7.37% 

Fiscal  Year 

pTotal             ^GeneralFund  1 

F 

1999 

6.838000 

6.838000 

4J8% 

11 

1 
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Interest  and  Income 

Lands  granted  by  the  federal  government  to  the  state  for  the 
benefit  of  public  schools  generate  income.  Prior  to  fiscal 
1996,  this  income  was  deposited  in  the  SEA.  Beginning  in 
fiscal  1996,  this  income  was  deposited  in  the  general  fund, 
as  mandated  by  SB  83,  passed  by  the  1995  Legislature.  The 
public  schools  land  produces  revenue  through  rents  or  crop 
shares  for  agricultural  purposes,  royalties  from  the  sale  of 
mineral  rights,  and  sales  of  timber.  After  deducting  2.5 
percent  of  the  revenue  (excluding  timber  sale  revenue)  for 
use  by  the  Department  of  Natural  Resources  and 
Conservation  (DNRC),  interest  and  income  revenues  are 
deposited  95.0  percent  to  the  general  ftind  and  5.0  percent  to 
the  public  school  trust. 

The  public  school  trust  itself  generates  interest  earnings  for 
the  state.  These  earnings  must  be  deposited  95.0  percent  in 
the  general  fund  with  the  remaining  5.0  percent  returning  to 
the  trust. 

Prior  to  January  1992,  timber  was  considered  part  of  the 
public  trust  corpus  and  any  revenue  derived  from  the  sale  of 
timber  was  returned  to  the  trust.  In  the  January  1 992  special 
session,  legislation  was  passed  which  redefined  timber  sale 
revenue  as  income  and  required  that  timber  sale  revenue  be 
distributed  in  the  same  manner  as  other  income  from  school 
lands.  This  was  a  temporary  diversion  of  revenue  through 
the  end  of  fiscal  1993.  HB  667,  passed  in  the  1993  regular 
session,  made  the  diversion  permanent. 

In  addition  to  the  2.5  percent  diversion  of  school  lands 
revenue  to  DNRC,  an  additional  $313,000  of  timber  sale 
revenue  is  diverted  to  the  department  to  be  used  for 
increased  timber  sale  preparation  and  documentation.  This 
diversion  is  scheduled  to  terminate  at  the  end  of  the  1997 
biennium. 

Before  fiscal  1985,  payments  of  interest  and  income  to  the 
SEA  were  made  once  a  year.  In  fiscal  1985,  the  payment 
schedule  was  accelerated  from  once-a-year  to  twice-a-year. 
This  resulted  in  unusually  high  one-time  revenues  in  fiscal 
1985. 


in  additional  sales  of  timber  during  the  1997  biennium; 
however,  additional  costs  associated  with  the  sale  of  timber 
will  also  be  incurred.  Since  these  costs  are  deducted  from 
current  timber  sale  revenues,  there  was  a  loss  of  $297,000  in 
fiscal  1996  to  the  general  fund.  Genral  fund  revenues  are 
expected  to  increase  by  $391,000  in  fiscal  1997. 

HB  201,  passed  by  the  1995  Legislature,  requires  the  state  to 
increase  timber  sales  from  state  lands  consistent  with  an 
annual  sustainable  yield  of  45  million  board  feet  to  55 
million  board  feet,  contingent  on  a  study  to  determine  the 
appropriate  level  of  annual  sustainable  yield.  HB  201 
capped  the  amount  of  timber  sale  revenue  deposited  in  the 
general  fund  from  the  common  school  trust  at  an  average 
annual  sale  value  of  18  million  board  feet.  Any  excess 
timber  sale  revenue  from  the  common  school  trust  is  to  be 
deposited  in  the  general  fund,  but  "earmarked"  for  deposit  in 
school  districts'  newly  established  technology  acquisition 
fund  to  buy  technological  equipment  and  provide  technical 
training  for  school  district  personnel.  No  appropriation 
authority  was  provided  for  the  expenditure  of  the  money 
deposited  in  the  technology  acquisition  ftind  during  the  1997 
biennium. 

HB  201  affects  timber  sale  revenue  because  it  diverts  timber 
sale  revenue  before  it  is  deposited  in  the  general  fund,  to  pay 
for  costs  associated  with  increasing  timber  sales.  During  the 
1999  biennium,  the  revenue  diversion  is  expected  to  be  $2.3 
million. 

1997  Legislative  Action 

SB  125  requires  the  deposition  of  proceeds  from  the  sale  of 
unclaimed  property  to  the  general  fiind.  Under  previous  law 
the  proceeds  were  deposited  in  the  common  school  trust 
fund.  It  is  expected  that  approximately  $1.1  million  per  year 
will  be  deposited  in  the  general  fund  as  a  result  of  SB  125, 
which  becomes  effective  beginning  July  1,  1997.  Since  this 
revenue  will  no  longer  be  deposited  in  the  common  school 
trust,  interest  earnings  deposited  to  the  general  fund  will  be 
reduced  by  $65,000  in  fiscal  1998  and  by  $130,000  in  fiscal 
1999. 


In    1995,    HB    50   made   permanent   certain    provisions 
regarding  the  sale  of  timber  on  state  lands.  HB  50  will  result 
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HB  2  appropriates  $1.2  million  in  fiscal  1998  and  $1.3 
million  in  fiscal  1999  out  of  timber  revenue  to  fund  expenses 


associated  with  increased  timber  sale  activities  by  DNRC. 


A 

Fiscal 
Year 

1979 

Total 

Collections 

(Millions) 

$17.122330 

General  Fund 

Collections 

(Millions) 

$17.122330 

GF 
Percent 
Change 

1 

Common  School  Interest  and  Income  j 

A 

1980 

21.882375 

21.882375 

27.80% 

A 

1981 

48265782 

48265782 

120.57% 

60 

f 

A 

1982 

47.478286 

47.478286 

-1.63% 

A 

A 

1983 

36.398297 

36.398297 

-23.34% 

/  \ 

A 

1984 

36.982835 

36.982835 

1.61% 

„     50 

1 

o    40 

»-^      /  \ 

A 

1985 

62.050661 

62.050661 

67.78% 

A 

1986 

37.301053 

37.301053 

-39.89% 

\        \                ^'•^  y^"*"*^ 

A 

1987 

35.529619 

35i2%19 

-4.75% 

/          V-i         B^                       -/^  ^^^* 

A 

1988 

34.078544 

34.078544 

4.08% 

o 

\                                 ^^~~^~~.y^ 

A 

1989 

32.165382 

32.165382 

-5.61% 

S    30 

I                                        ^*^ 

A 

1990 

34.706901 

34.706901 

7.90% 

/ 

A 

1991 

35.865505 

35.865505 

3.34% 

/ 

A 

1992 

39.616168 

39.616168 

10.46% 

20 

-     /* 

A 

1993 

41.673746 

41.673746 

5.19% 

■ 

A 
A 

A 

1994 
1995 
1996 

40.943551 
37.904099 
42.031801 

40.943551 
37.904099 
42.031801 

-1.75% 
-7.42% 
10.89% 

D 

1      1      1      1      1      1      1      1      1     1      1      1      I      1      1      1      1      1      1      1      1 

1979       1981       1983       1985       1987       1989       1991       1993       1995       1997       1999 
1980       1982       1984       1986       1988       1990       1992       1994       19%       1998 

F 
F 
F 

1997 
1998 
1999 

42.493000 
42.152000 
43.912000 

42.493000 
42.152000 
43.912000 

1,10% 
-0.80% 
4.18% 

Fiscal  Year 

jTolal              ^General  Fund  1 

1 
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U.S.  Oil  and  Gas  Royalties 

Under  the  federal  Mineral  Lands  Leasing  Act,  50.0  percent 
of  all  money  received  from  federal  lands  in  Montana  must 
be  shared  with  the  state  to  be  used  by  the  subdivisions  of  the 
state  for  social  or  economic  impacts  of  the  development  of 
minerals.  The  revenue  produced  on  federal  public  land 
includes  royalties  and  bonuses  from  oil,  gas,  coal,  and  other 
mineral  exploration  and  extraction.  The  state  receives  these 
revenues  monthly. 

Prior  to  fiscal  1987,  these  revenues  were  distributed  62.5 
percent  to  the  SEA  and  the  remainder  to  the  highway  gas  tax 


account.  From  fiscal  1987  through  fiscal  1995,  U.S.  oil  and 
gas  receipts  were  distributed  entirely  to  the  SEA.  Beginning 
in  fiscal  1996,  this  revenue  is  deposited  in  the  general  fund 
as  mandated  by  SB  83,  passed  by  the  1995  Legislature. 

Although  receipts  from  federal  lands  had  been  generally 
increasing  since  the  middle  1970s,  growth  is  dependent  on 
the  price  of  oil  and  the  amount  of  coal  produced  on  federal 
lands.  Receipts  peaked  in  fiscal  1995  at  $25.8  million,  but 
have  since  declined.  In  fiscal  1996,  receipts  for  the  first 
time  included  a  receivable  of  $3.6  million.  Receipts  in  fiscal 
1997,  1998,  and  1999  are  expected  to  decline  to  just  over 
$2 1 .0  million  per  year. 


A 

Fiscal 
Year 

1979 

Total 

Collections 

(Millions) 

$7.970116 

General  Fund 

Collections 

(Millions) 

$5.148922 

GF 
Percent 
Change 

US  Mineral  Royaltyl 

A 

1980 

8233983 

5.146239 

-0.05% 

A 

1981 

11.808646 

7J804(M 

43.41% 

25 

/\                                       / 

s 

A 

1982 

15i08995 

9.693122 

31.34% 

\ 

A 

1983 

18.468843 

11343027 

19.08% 

W* 

A 

1984 

23.917880 

14.948556 

29i0% 

o 

/                   /            ^"*^ 

A 

1985 

23.708214 

14.817634 

-0.88% 

A 

1986 

20207422 

12.629639 

-14.77% 

Q 
o     15 

A 

1987 

23.433021 

23,433021 

855*% 

A 

1988 

26327798 

26.327798 

12.35% 

,o 

A 

1989 

20.72740* 

20.72740* 

-2127% 

S     B 

A 

1990 

20240644 

20240644 

-2.35% 

B— ■     / 

A 

1991 

21.928394 

21.928394 

8.34% 

A 

1992 

21.150278 

21.150278 

-3.55% 

5 

-•-• 

A 

1993 

21.799728 

21.799728 

3.07% 

A 
A 
A 

1994 
1995 
1996 

22.052161 
25.847747 
24.958952 

22.052161 
25.847747 
24.958952 

1.16% 
1721% 
-3.44% 

1979       198:       1983       1985       1987       1989       1991       1993 
1980       1982       684       1986       1988      1990       1992       1994 

1995       1997        I9t 
1996       1998 

»9 

F 
F 

1997 
1998 

21.099000 
20.765000 

21.099000 
20.765000 

-15.47% 
-1.58% 

Fiscal  Year 

jTolal              ^General  Fund  j 

h 

1999 

21.480000 

21.480000 

3.44% 
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Other  Revenue  Sources 

There  are  a  number  of  other  taxes,  fees,  and  fines  that 
historically  have  generated  less  than  $2.5  million  each  in 
annual  general  fund  revenue. 

The  statutes  governing  these  miscellaneous  taxes,  fees,  and 
fines  are  frequently  changed,  making  the  comparison  of  tax 
years  difficult.  If  all  of  these  revenue  sources  are  treated  as 
a  group,  however,  general  trends  can  be  identified. 

Since  fiscal  1981,  revenues  in  this  category  have  grown  an 
average  of  4.6  percent  per  year  after  adjusting  for  one-time 
receipts.  From  fiscal  1986  through  fiscal  1992,  however, 
revenues  increased  more  slowly  at  an  average  of  3.0  percent. 
In  the  last  few  years,  the  revenue  from  miscellaneous 
sources  has  been  highly  variable  due  to  changes  in 
accounting  methods,  one-time  transfers  due  to  legislation, 
and  the  imposition  of  the  7.0  percent  surtax  on  various  taxes. 
The  revenue  estimates  for  fiscal  1997  through  1999  are 
based  on  fiscal  1996  statewide  budgeting  and  accounting 
system  (SBAS)  data,  which  has  been  adjusted  for  these 
changes.  Specifically,  fiscal  1996  receipts  were  adjusted 
downward  for  a  one-time  accounting  change  associated  with 
DPHHS  revenue.  Also,  fiscal  1996  receipts  grew  at  a  high 
rate  due  to  increased  highway  patrol  fines  associated  with 
the  lifting  of  the  statewide  speed  limit  in  December  1995. 
This  level  of  growth  in  highway  fines  is  not  expected  to 
continue. 

Included  in  the  category  "Other  Revenue"  is  the  anticipated 
revenue  from  the  capitol  land  grant  account  transfer.  This 
component  is  estimated  separately  after  the  3.0  percent 
general  growth  rate  is  applied. 

The  largest  impact  of  1995  legislation  to  general  fund 
revenue  was  the  resuU  of  SB  83,  which  de-earmarked 
revenue  flowing  into  special  revenue  accounts.  SB  83  de- 
earmarked  $14.2  million  in  biennial  revenues  not  already 
accounted  for  in  the  revenue  sources  described  above.  Of 
this,  $13.3  million  derives  from  the  nursing  home  facility 
fee,  which  was  previously  deposited  in  a  special  account  for 
use  by  the  Department  of  Public  Health  and  Human 
Services. 


1997  Legislative  Action 

Previous  law  allowed  a  deduction  from  several  fees  and 
taxes  to  be  used  for  administrative  overhead  before 
deposition  of  the  fees  and  taxes  into  the  general  fund.  HB 
1 66  directs  that  the  entire  amount  of  these  fees  and  taxes  be 
deposited  in  the  general  fund,  and  correspondingly  provides 
the  appropriation  authority  to  pay  for  the  administrative 
expenses  out  of  the  general  fiind.  These  fees  and  taxes 
include  the  payroll  tax  (for  the  old  fund),  cigarette  taxes,  91 1 
fees,  income  tax  checkoffs,  forest  resource  fees,  and  cabin 
site  sales.  The  total  impact  on  general  fund  revenues  of 
these  changes  will  be  an  increase  of  $852,000  in  fiscal  1998 
and  $726,  000  in  fiscal  1999. 

HB  1 70  de-earmarks  the  portion  of  district  court  fees  which 
had  been  deposited  in  the  judges'  retirement  pension  fund 
(25-1-201,  MCA),  thus  providing  new  revenue  for  the 
general  fund.  The  increase  in  general  fund  revenue  is 
expected  to  total  approximately  $575,000  per  year  during  the 
1999  biennium.  The  loss  of  revenue  in  the  judges' 
retirement  pension  fiand  will  be  made  up  with  a  general  fund 
appropriation. 

SB  67  requires  the  State  Fund  to  transfer  $20.0  million 
which  was  appropriated  to  them  from  the  general  fund 
during  the  June  1989  special  session.  The  $10.0  million 
transfers  will  be  made  at  the  end  of  fiscal  1998  and  fiscal 
1999. 

In  HB  188,  the  1997  Legislature  authorized  the  issuance  of 
nearly  $43.0  million  in  general  obligation  bonds  to  finance 
information  technology  projects.  Of  this  amount,  $20.3 
million  will  be  used  to  ftind  statewide  projects,  including  the 
Montana  Project  to  Reengineer  the  Revenue  and  Information 
Management  Environment  (MT  PRRIME)  and  the  Montana 
Integrated  Budget  System  (MIBS).  Other  projects  include: 
1)  a  $14.0  million  appropriation  to  the  Department  of 
Revenue  for  the  development  of  integrated  tax  and  revenue 
systems;  2)  an  appropriation  of  $3.6  million  to  the 
Department  of  Labor  and  Industry  to  fund  a  new 
unemployment  benefits  package;  3)  a  $3.1  million 
appropriation  to  the  Montana  University  System  for  various 
projects;  and  4)  a  $1.9  million  appropriation  to  the 
Department  of  Corrections,  primarily  to  enhance  their  Adult 
Correctional  Information  System  (ACIS).  The  general  fund 
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statutory  appropriation  for  debt  service  will  be  used  to  make 
the  debt  service  payments  for  some  of  the  projects,  however, 
because  all  agencies  will  benefit  from  the  statewide  projects 
(MT  PRRIME  and  MIBS),  debt  service  costs  will  be 
reimbursed  by  state  agencies  through  cost  allocation  plans. 
As  a  result,  $1.0  million  will  be  deposited  into  the  general 
fund  as  "other  revenue",  although  it  is  money  appropriated 
to  agencies  in  HB  2.  This  practice  will  occur  until  all  of  the 
bonds  are  retired. 

SB  83  authorizes  the  chartering  of  foreign  capital 
depositories  in  Montana.  Under  the  new  law,  only  a  person 
who  is  not  a  citizen  or  resident  of  the  United  States  may  use 
the  services  of  the  new  depository.  There  are  no  citizenship 
requirements  imposed  on  the  owner  of  the  depository  but  the 
depository  must  be  chartered  in  the  state  of  Montana.  The 
initial  fee  associated  with  a  state  charter  is  $50,000,  and  the 
annual  fee  is  $10,000,  both  of  which  are  deposited  in  a 
foreign  capital  depository  special  revenue  account.  SB  83 
also  imposes  a  fee  of  1.5  percent  of  the  total  value  of  assets 
on  deposit  in  a  foreign  capital  depository  which  is  due  twice 
a  year  on  June  1 5  and  December  15.  This  fee  is  deposited  in 
the  general  fund.  The  impact  of  this  legislation  on  general 
fund  revenue  is  unknown. 

SB  125  requires  the  deposition  of  proceeds  from  the  sale  of 
unclaimed  property  in  the  general  fund.  Under  previous  law 
the  proceeds  were  deposited  in  the  common  school  trust 
fund.  It  is  expected  that  approximately  $1.1  million  per  year 
will  be  deposited  in  the  general  fund  as  a  result  of  SB  125, 
which  becomes  effective  July  1,  1997. 

SB  354  establishes  a  beer  and  wine  license  to  allow 
restaurants  to  serve  beer  and  wine  to  patrons  who  purchase 
food.  The  license  holders  may  not  own  any  other  type  of 
beer,  wine  or  liquor  license  and  the  establishment  may  not 


conduct  any  gaming  or  gambling  activity  at  the  location 
where  the  license  will  be  used.  The  license  is  transferable 
only  under  specific  conditions:  1 )  the  restaurant  and  license 
is  purchased  by  another  operator;  2)  the  license  is  purchased 
by  another  owner  in  a  new  location  and  the  new  owner 
refrains  from  using  it  for  a  year;  and  3)  the  original  owner 
dies  and  the  license  was  jointly  owned  or  was  part  of  an 
estate.  The  licenses  are  subject  to  a  quota  which  is 
dependent  upon  population  in  the  area  and  whether  or  not 
the  area  is  a  resort  area.  If  there  are  more  applicants  for 
licenses  than  the  number  available  for  an  area,  the  licenses 
will  be  allocated  by  lottery.  However,  those  applicants  who 
have  owned  a  restaurant  for  12  months  prior  to  the 
availability  of  the  licenses  will  be  given  priority.  The  sale 
of  licenses  must  be  accompanied  by  an  initial  application  fee 
according  to  the  following  schedule: 

1 )  $5,000  for  restaurants  with  a  seating  capacity  of 
60  persons  or  less; 

2)  $10,000  for  restaurants  with  a  seating  capacity 
between  61  and  100  persons;  and 

3)  $20,000  for  restaurants  with  a  seating  capacity  of 
1 0 1  persons  or  more. 

In  addition,  there  is  an  annual  fee  of  $400.  Twenty  percent 
of  the  initial  application  fee  will  be  deposited  in  a  state 
special  revenue  account  with  the  remainder  deposited  in  the 
general  fund.  All  of  the  annual  registration  fee  revenue  will 
be  deposited  in  the  general  fund.  It  is  expected  that  the 
initial  application  fee  will  generate  a  total  of  $2.4  million,  of 
which  $1.9  million  will  be  deposited  in  the  general  fund  in 
fiscal  1998.  Ongoing  revenue  from  the  re-registration  fee 
will  be  $84,000  in  fiscal  1999. 
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Trust  Fund  Balances 

Montana  has  a  number  of  constitutional  and  statutory  trusts 
that  provide  interest  to  fund  state  government  operations. 
While  the  legislature  has  spent  the  principal  of  the  education 
trust  and  slowed  the  flow  of  revenue  into  the  parks 
acquisition  and  resource  indemnity  tax  trusts,  substantial 
balances  remain.  By  the  end  of  the  1999  biennium,  the 
balances  in  all  trusts  are  expected  to  total  $1,105  billion. 

Table  1  shows  the  history  of  the  eight  major  trusts  since 
fiscal  1973.  Forecasted  amounts  are  shown  for  fiscal  1997, 
1998,  and  1999,  and  are  based  on  assumptions  adopted  by 
the  1997  Legislature  in  HJR  2.  Following  is  a  description  of 
each  trust  and  the  income  it  generates.  Also  shown  are 
expected  interest  earnings  from  each  trust  in  fiscal  1997, 
1998,  and  1999. 

Constitutional  Trusts 

Permanent  Coal  Tax  Trust 

Article  IX,  section  5  of  the  Montana  Constitution  requires 
that  at  least  50.0  percent  of  all  coal  severance  tax  revenue  be 
deposited  in  a  permanent  coal  tax  trust  fund  and  that  the 
principal  of  the  trust  "shall  forever  remain  inviolate  unless 
appropriated  by  a  vote  of  three-fourths  of  the  members  of 
each  house  of  the  legislature."  By  statute,  interest  earned  on 
this  trust  that  is  not  earmarked  for  other  programs  is 
distributed  1 00.0  percent  to  the  general  fund.  As  described 
below,  some  of  the  interest  earned  on  the  trust  is  earmarked 
for  other  programs. 

The  interest  earned  on  the  permanent  coal  tax  trust  fund  is 
an  important  general  fund  revenue  source.  During  the 
period  of  fiscal  1981  through  fiscal  1996,  $539.2  million  in 
interest  from  this  trust  was  deposited  in  the  combined 
general  fund/school  equalization  account  (SEA).  In  fiscal 
1996,  permanent  coal  tax  trust  fund  interest  provided  4.3 
percent  of  total  revenue  to  the  general  fund. 

Initiative  95,  approved  by  voters  in  1982,  required  that  25.0 
percent  of  the  revenue  deposited  in  the  permanent  coal  tax 
trust  after  June  30,  1983,  be  placed  in  the  in-state  investment 
trust  fund  for  investment  in  the  Montana  economy  "with 


special  emphasis  on  investments  in  new  or  expanding  locally 
owned  enterprises."  The  1991  legislature:  1)  eliminated 
separate  accounting  for  the  in-state  investment  trust;  and  2) 
instructed  the  Board  of  Investments  to  "endeavor  to  invest 
up  to  25.0  percent  of  the  permanent  coal  tax  trust  fund"  in 
the  Montana  economy. 

The  1989  and  1991  legislatures  gave  authority  to  the 
Montana  Science  and  Technology  Alliance  (MSTA)  for  the 
use  of  $12.5  million  from  the  in-state  investment  fund  for 
investment  in  new  and  expanding  technology-based 
Montana  businesses  and  for  research  and  development 
project  loans.  The  1993  legislature  authorized  MSTA  to 
invest  an  additional  $11.0  million  from  the  in-state 
investment  program.  As  of  October  1 ,  1996,  $16.0  million 
had  been  loaned  to  Montana  businesses. 

The  payback  of  principal  from  MSTA  loans  returns  to  the 
trust.  Before  July  1,  1993,  the  interest  from  MSTA  loans 
was  distributed  in  the  same  manner  as  other  interest  earned 
on  the  permanent  coal  tax  trust  fund.  House  Bill  394, 
enacted  by  the  1993  legislature,  created  a  special  revenue 
account  into  which  all  interest  earned  from  MSTA  loans  is 
deposited  and  from  which  MSTA  expenses  will  be  paid, 
with  the  balance  returning  to  the  trust. 

Coal  tax  revenue  flowing  into  the  permanent  coal  tax  trust 
fund  is  also  used  to  secure  state  bonds  issued  to  finance 
water  resource  development  projects  and  activities.  Since 
1981  when  the  legislature  authorized  this  bonding  program, 
$74.1  million  in  water  development  projects  throughout  the 
state  have  been  authorized  with  revenue  from  these  bonds. 

During  the  1991  regular  session,  the  legislature  created  the 
clean  coal  technology  demonstration  fund  within  the 
permanent  coal  tax  trust  fund  and  authorized  the  transfer  of 
$25.0  million  from  the  permanent  coal  tax  trust  fund  into 
this  subfund.  (In  fiscal  1992  through  fiscal  1997,  an 
additional  $5.0  million  a  year  of  the  coal  tax  revenue 
allocated  to  the  trust  would  have  been  deposited  in  this 
subfund.)  Legislation  allowed  this  portion  of  the  trust  fund 
to  be  invested  in  loans  for  clean  coal  technology  projects 
approved  by  the  legislature.  The  1991  legislature  approved 
the  installation  of  MHD  technology  at  the  Corette  power 
plant  in  Billings  as  the  first  clean  coal  technology  project. 
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making  it  eligible  for  a  loan  in  the  future.  The  1993 
legislature  authorized  a  loan  of  up  to  $25.0  million  for 
development,  engineering,  procurement  and  construction  of 
the  Billings  MHD  demonstration  project,  which  was  to  be 
used  to  develop  technologies  for  the  production  of  electricity 
using  clean  coal.  In  order  for  a  loan  to  be  made,  the 
legislature  required  at  least  a  4  to  1  federal  match.  In  May 
1993,  the  U.S.  Department  of  Energy  declined  to  loan  MHD 
Development  Corporation  funds  for  the  project.  As  a  result, 
the  $25.0  million  authorized  to  be  transferred  from  the 
permanent  coal  tax  trust  fund  to  the  clean  coal  technology 
demonstration  fund  was  never  transferred.  Senate  Bill  4,  as 
enacted  during  the  November  1993  Special  Session, 
repealed  the  section  of  the  law  authorizing  this  transfer. 

The  1991  legislature  also  appropriated  $3.25  million  from 
the  permanent  coal  tax  trust  fund  for  the  Microbusiness 
Development  Act.  These  funds  provided  capital  to 
microbusiness  development  corporations  that  provide  loans 
and  technical  assistance  to  qualified  small  businesses. 
Interest  earnings  and  loan  repayments  were  retained  by  the 
program  to  finance  administrative  costs  and  future  loans. 

During  the  January  1992  Special  Session,  the  legislature 
authorized  the  creation  of  a  school  bond  contingency  loan 
fund  within  the  permanent  coal  tax  trust  fund.  The 
contingency  fund  provided  up  to  $25.0  million  in  loan 
guarantees  for  school  district  bonds  certified  by  the 
Department  of  Administration  as  meeting  certification 
standards  but  for  which  subsequent  litigation  prevents 
collection  of  property  taxes  levied  for  debt  service.  School 
districts  are  required  to  repay  any  guarantee  funds  used. 
Interest  on  the  contingency  fund  is  distributed  in  the  same 
manner  as  all  other  interest  earned  on  the  permanent  coal  tax 
trust  fund.  This  legislation  expired  on  January  1,  1993. 
House  Bill  667,  passed  during  the  1993  legislative  session, 
provides  Guaranteed  Tax  Base  (GTB)  aid  to  certain  schools 
with  bonds  outstanding  or  bond  issues  contemplated.  The 
source  of  funding  for  GTB  aid  was  the  school  equalization 
account  (SEA). 

The  contingency  fund  has  provided  backing  for  $23.4 
million  in  school  bonds  for  14  schools.  The  average  balance 
in  the  contingency  fund  has  been  slightly  more  than  $2.0 
million.  The  contingency  fund  will  continue  to  exist  for  the 


next  20  years  until  these  bonds  are  retired. 

In  the  June  1992  election,  voters  approved  a  referendum  to 
create  the  treasure  state  endowment  fund  (TSEF)  within  the 
permanent  coal  tax  trust  fund.  The  fund  received  a  $10.0 
million  grant  from  the  trust  principal  in  fiscal  1994  and  will 
receive  half  the  funds  deposited  in  the  trust  during  fiscal 
1995  through  fiscal  2013.  Interest  earned  on  the  TSEF  is 
used  to  finance  local  infrastructure  projects,  as  prioritized  by 
the  Departments  of  Commerce  and  Natural  Resources  and 
Conservation  and  authorized  by  the  legislature. 

During  the  November  1993  Special  Session,  the  legislature 
authorized  in  SB  4  that  the  cash  balance  in  the  coal  tax  bond 
fund  as  of  July  1,  1993,  be  deposited  in  the  permanent  coal 
tax  trust  fund.  The  total  amount  transferred  was  $31.1 
million.  In  addition,  any  balance  in  the  clean  coal 
technology  demonstration  fund  was  transferred  to  the 
permanent  coal  tax  trust  fund. 

Senate  Bill  4  also  changed  the  distribution  mechanism  by 
requiring  the  50.0  percent  coal  severance  tax  revenue 
allocation  be  deposited  in  the  TSEF  and  the  permanent  coal 
tax  trust  fund  on  an  equal  basis.  Prior  to  SB  4,  coal 
severance  tax  revenue  earned  on  production  taking  place 
beginning  July  1 , 1 993 ,  was  to  have  been  deposited  in  TSEF. 
In  the  following  fiscal  year,  one-half  of  the  previous  year's 
inflow  was  to  have  been  deposited  in  the  permanent  coal  tax 
trust  fund  and  the  TSEF  was  to  retain  the  rest.  Without  SB 
4,  the  permanent  coal  tax  trust  ftind  would  not  have  received 
any  coal  severance  tax  revenue  during  fiscal  1994. 

The  1993  legislature  passed  HB  401,  which  authorized  a 
loan  to  the  Department  of  Environmental  Quality  (DEQ), 
(formerly  the  Department  of  Health  and  Environmental 
Sciences)  from  the  permanent  coal  tax  trust  fund  for 
technical,  litigation,  and  administrative  expenses  associated 
with  the  natural  resource  damage  litigation  suit  against  the 
Atlantic  Richfield  Company  in  the  Clark  Fork  River  Basin. 
The  amount  of  the  loan  is  $2.6  million  for  the  1995 
biennium  and  $5.2  million  to  repay  principal  and  interest  to 
the  general  fund  for  litigation  costs  incurred  in  the  1993 
biennium.  As  of  December  1994,  $6.3  million  had  been 
withdrawn  from  the  permanent  coal  tax  trust  to  pay  for 
litigation  expenses. 
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The  1995  legislature  enacted  several  measures  which 
affected  permanent  trust  balances  and  interest  income: 

House  Bill  305  authorized  a  loan  to  the  Department  of 
Justice  from  the  permanent  coal  tax  trust  for  the  purpose  of 
conducting  the  litigation  and  natural  resource  claim  against 
the  Atlantic  Richfield  Company  in  the  Clark  Fork  River 
Basin.  The  amount  of  the  loan  is  $2.4  million  for  the  1997 
biennium.  The  bill  also  extended  loans  made  for  the  same 
purpose  during  the  1995  biennium.  As  of  June  30,  1996, 
$9.2  million  had  been  withdrawn  from  the  permanent  coal 
tax  trust  to  pay  litigation  expenses. 

House  Bill  354  expanded  appropriations  for  the 
Microbusiness  Financing  Act  which  provides  loans  to 
businesses  employing  less  than  ten  employees  and 
generating  less  than  $500,000  in  gross  revenue  annually. 
The  expansion  of  this  program  doubled  the  previous 
appropriation  to  $3.25  million  of  investable  coal  tax  trust 
fiinds  made  available  to  the  Microbusiness  Finance  Program 
in  the  Department  of  Commerce.  Beginning  July  1,  1995, 
HE  354  also  increased  maximum  loan  amounts  per 
individual  loan  from  $20,000  to  $35,000.  The  program 
provides  financing  for  working  capital  assets  and  fixed  asset 
acquisition  with  more  flexible  repayment  terms  than  those 
offered  by  commercial  institutions.  Payback  of  interest  and 
principal  of  the  loan  amounts  are  used  for  administrative 
purposes  and  for  financing  new  microbusiness  loans. 

Senate  Bill  38  authorized  the  Job  Investment  Act  under 
which  the  Department  of  Commerce  may  loan  a  portion  of 
the  permanent  coal  tax  trust  to  businesses  to  create  and 
retain  jobs  in  Montana.  A  loan  to  a  qualified  business  may 
not  exceed  $500,000  and  the  department  is  to  report 
annually  to  the  Revenue  Oversight  Committee.  The 
legislation  also  reduced  the  amount  of  permanent  coal  tax 
trust  funds  that  the  Board  of  Investments  allows  the 
Montana  Board  of  Science  and  Technology  Development  to 
invest  in  seed  capital  loans  and  mezzanine  loans  from  $1 5.5 
million  to  $12.5  million.  The  bill  also  increased  the  amount 
of  permanent  coal  tax  trust  funds  available  for  research  and 
development  projects  from  $8.1  million  to  $11.1  million.  In 
the  past  these  funds  were  used  primarily  as  loans  to  the 
University  System.  Under  SB  38,  these  funds  will  be 
granted  to  the  University  System  for  research  and 
development  projects. 


Senate  Bill  83  abolished  the  distribution  of  coal  trust  interest 
to  the  SEA.  Under  previous  law,  15.0  percent  of  coal  trust 
interest  earnings  were  deposited  in  the  SEA  and  85.0  percent 
in  the  general  fund.  As  a  result  of  SB  83,  100.0  percent  of 
coal  trust  interest  earnings  are  deposited  in  the  general  fund 
in  fiscal  1996  and  beyond. 

1997  Legislative  Action 

The  legislature  amended  the  allocation  of  coal  severance 
taxes  under  15-35-108,  MCA.  In  HB  14,  the  1997 
legislature  authorized  the  issuance  of  general  obligation 
bonds  to  fund  the  purchase  of  Virginia  City  and  Nevada  City 
properties.  In  HB  5,  the  legislature  allocated  1.3  percent  of 
coal  severance  tax  revenue  to  pay  the  debt  service  on  the 
bonds,  which  are  to  be  issued  for  a  term  often  years.  Coal 
tax  revenue  will  be  distributed  to  the  Long-Range  Building 
Program  (LRBP)  debt  service  account  for  fiscal  1998 
through  2007.  This  allocation  diverts  coal  severance  tax 
revenue  that  would  otherwise  be  deposited  in  the  general 
fund.  Based  on  revenue  estimates  in  HJR  2,  this  change  in 
allocation  results  in  a  loss  to  the  general  fund  of  $.5  million 
in  fiscal  1998  and  1999.  Once  the  ten-year  period  has 
expired,  the  1.3  percent  allocation  will  revert  to  the  general 
fund. 

House  Bill  5  also  eliminated  the  .63  percent  distribution  of 
coal  severance  tax  to  the  cultural  and  aesthetic  trust  during 
the  1999  biennium  only.  The  legislature  appropriated  $3.9 
million  from  the  cultural  trust  for  the  immediate  purchase  of 
the  Virginia  City  and  Nevada  City.  This  will  result  in  a  loss 
of  trust  interest  revenue  that  otherwise  would  be  used  to 
fund  cultural  and  aesthetic  (C&A)  projects  in  the  state 
during  the  1999  biennium.  In  order  to  compensate  for  the 
lost  interest,  the  legislature  allocated  .87  percent  of  coal 
severance  tax  revenue  to  the  C&A  projects  account,  and 
eliminated  the  .63  percent  of  coal  severance  tax  revenue  that 
had  been  deposited  in  the  cultural  trust.  The  remaining  .24 
percent  of  coal  taxes  allocated  to  the  C&A  project  account 
was  previously  part  of  the  flow  into  the  general  fund.  Based 
on  revenue  estimates  in  HJR  2,  this  part  of  HB  5  results  in  a 
loss  to  the  general  fund  of  $91,736  and  $93,195  for  fiscal 

1998  and  1999,  respectively.  After  the  1999  biennium, 
similar  amounts  of  coal  severance  tax  revenue  will  be 
diverted  from  the  C&A  projects  account  and  will  again  flow 
to  the  general  fund. 
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House  Bill  578  abolishes  the  Montana  Board  of  Science  and 
Technology  beginning  July  1,  1999.  The  amount  of  money 
committed  for  research  and  development  ($11.1  million)  and 
for  seed  capital  loans  ($12.5  million)  may  be  disbursed  until 
July  1,  1999.  Any  money  under  these  caps  which  has  not 
been  committed,  except  for  $915,000,  must  be  returned  to 
the  coal  tax  trust.  The  Board  may  continue  to  provide  seed 
capital  loans  of  up  to  $700,000  to  existing  seed  capital 
companies  until  July  1,  1999  or  until  an  amount  of  $915,000 
has  been  reached,  however  up  to  $75,000  of  this  may  be 
used  for  administrative  expenses.  Beginning  April  1,  1997, 
the  proceeds  from  seed  capital  loans  must  be  deposited  in 
the  coal  tax  trust.  However,  during  fiscal  1998,  $250,000  of 
seed  capital  income,  as  well  as  $150,000  of  job  investment 
loan  income,  must  be  used  to  fund  the  judges'  retirement 
system.  Also  beginning  April  1,  1997,  and  ending  July  1, 
1999,  up  to  $2.0  million  in  income  and  interest  from 
research  and  development  loans  at  Montana  public 
universities  may  be  granted  to  research  and  development 
(R&D)  projects  at  the  universities.  After  July  1,  1999,  all 
repayment  proceeds  from  both  seed  capital  loans  and  R&D 
loans  in  excess  of  $4.4  million  must  be  deposited  in  the  coal 
severance  tax  permanent  fund.  The  amount  of  $4.4 
presumably  may  continue  to  be  loaned  out  by  the 
Department  of  Commerce  under  a  business  investment 
strategy  plan  which  must  be  reported  to  the  56th  Legislature. 

Common  School  Trust 

Article  X,  sections  2  and  3  of  the  Montana  Constitution 
requires  that  all  royalties  and  other  proceeds  received  from 
school  lands  granted  to  the  state  under  the  federal  enabling 
act  must  be  deposited  in  the  common  school  trust  fund  and 
"shall  forever  remain  inviolate,  guaranteed  by  the  state 
against  loss  or  diversion."  Article  X,  section  5  requires  that 
95.0  percent  of  the  interest  from  this  trust  be  used  for  school 
equalization,  with  the  remaining  5.0  percent  reinvested  in 
the  trust.  In  addition,  95.0  percent  of  all  rents,  royalties,  and 
other  income  received  from  leasing  of  school  lands  is  to  be 
used  for  public  schools  with  the  remaining  5.0  percent 
invested  in  the  trust. 


The  1993  legislature  passed  HB  652  which  continued  the 
practice  of  diverting  95.0  percent  of  timber  revenue  to  the 
SEA  during  the  1995  biennium.  The  loss  in  revenue  to  the 
common  school  trust  during  the  1995  biennium  was 
approximately  $9.1  million.  House  Bill  667,  also  passed 
during  the  1993  legislative  session,  continued  this  practice 
indefinitely.  The  loss  of  revenue  to  the  common  school  trust 
during  the  1997  biennium  was  approximately  $9.7  million. 

The  1995  legislature  enacted  several  measures  affecting 
revenue  from  state  lands.  House  Bill  50  made  permanent 
certain  provisions  regarding  the  sale  of  timber  on  state  lands. 
House  Bill  50  was  expected  to  result  in  additional  sales  of 
timber  during  the  1997  biennium.  However,  additional  costs 
associated  with  the  sale  of  timber  were  also  expected  to  be 
incurred.  These  costs  are  deducted  from  timber  sale 
revenues. 

House  Bill  201,  passed  by  the  1995  Legislature,  required  the 
state  to  increase  timber  sales  from  state  lands  consistent  with 
an  annual  sustainable  yield  of  45  million  board  feet  to  55 
million  board  feet,  contingent  on  a  study  to  determine  the 
appropriate  level  of  annual  sustainable  yield.  House  Bill 
201  capped  the  amount  of  timber  sale  revenue  deposited  in 
the  general  fund  (formerly  the  school  equalization  account, 
which  was  abolished  in  SB  83)  from  the  common  school 
trust  at  an  average  annual  sale  value  of  1 8  million  board  feet. 
Any  excess  timber  sale  revenue  from  the  common  school 
trust  is  to  be  deposited  in  the  general  ftind,  but  "earmarked" 
for  deposit  in  school  districts'  newly  established  technology 
acquisition  ftind  to  buy  technological  equipment  and  provide 
technical  training  for  school  district  personnel. 

House  Bill  201  also  affects  timber  sale  revenue  because  it 
diverts  timber  sale  revenue  before  it  is  deposited  in  the 
general  fund  to  pay  for  costs  associated  with  increasing 
timber  sales.  The  total  revenue  effect  is  expected  to  be  a 
loss  of  $1.1  million  to  the  general  fund  during  the  1997 
biennium. 


During  the  January  1992  Special  Session,  the  legislature 
passed  HB  3,  which  provided  that  95.0  percent  of  the 
revenue  from  state  timber  sales  (approximately  $4.9  million) 
be  deposited  in  the  SEA  during  the  1993  biennium,  with  the 
remaining  5.0  percent  deposited  in  the  trust. 


House  Bill  274,  passed  by  the  1995  Legislature,  granted  the 
Department  of  State  Lands  broader  discretion  to  expedite 
sales  of  state  timber  in  emergency  situations  and  limited 
access  situations.  Effective  in  fiscal  1996,  as  a  result  of  the 
natural  resources  reorganization     bill     [SB  234],      the 
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forestry  function  was  transferred  from  the  Department  of 
State  Lands  to  the  Department  of  Natural  Resources  and 
Conservation. 

Senate  Bill  83  de-earmarked  all  interest  from  the  common 
school  trust  and  income  earned  on  common  school  lands. 
These  revenues  henceforth  flow  into  the  general  fund. 

1997  Legislative  Action 

House  Bill  2  impacted  the  flow  of  timber  revenue  into  the 
common  school  trust  by  appropriating  timber  revenue  for 
use  by  the  DNRC  to  enhance  timber  sales  during  the  1999 
biennium.  The  amounts  appropriated,  $1 .2  million  and  $1 .3 
million  in  each  respective  year  of  the  biennium,  will  be 
diverted  from  the  revenue  stream  before  the  allocation  of 
5.0  percent  of  revenue  to  the  trust. 

House  Bill  2  appropriated  anticipated  timber  sale  revenue  in 
excess  of  that  associated  with  18  million  board  feet  for 
deposition  in  schools'  technology  acquisition  funds.  The 
purpose  of  the  fund  is  to  allow  each  district  to  buy 
technological  equipment  and  provide  technical  training  for 
school  district  personnel.  The  amounts  appropriated  are 
$1.5  million  fiscal  1998  and  $2.8  million  in  fiscal  1999,  or 
the  amount  of  "excess"  revenue  in  each  year,  whichever  is 
less. 

Resource  Indemnity  Trust 

Article  IX,  section  2  of  the  Montana  Constitution  and  Title 
35,  chapter  38,  MCA,  require  that  certain  resource  extraction 
taxes  be  placed  in  a  trust.  The  principal  of  the  resource 
indemnity  trust  "shall  forever  remain  inviolate  in  an  amount 
of  one  hundred  million  dollars  ($100,000,000),  guaranteed 
by  the  state  against  loss  or  diversion."  Once  the  principal  of 
the  trust  reaches  $100.0  million,  any  additional  tax  revenue 
may  be  appropriated.  During  the  1993  legislative  session, 
the  legislature  passed  HB  608  that  decreased  the  amount  of 
resource  indemnity  and  groundwater  assessment  (RIGWA) 
tax  proceeds  deposited  in  the  trust  during  the  1995  biennium 
from  85.9  percent  per  year  to  55.9  percent,  or  approximately 
$5.0  million.  The  bill  further  reduced  the  amount  of 
RIGWAT  revenue  deposited  in  the  trust  to  45.9  percent 
beginning  July  1,  1995. 


During  the  July  1992  Special  Session,  the  legislature 
imposed  a  one-year  surtax  on  resource  indemnity  tax 
liability  and  allocated  collections  from  the  surtax  to  the 
general  fund. 

During  the  1995  session,  the  legislature  replaced  a  portion  of 
RIGWA  tax  proceeds  with  oil  and  gas  tax  proceeds  due  to  a 
bill  to  simplify  oil  and  gas  taxes  (SB  412).  Also,  the 
legislature  diverted  for  other  purposes  the  metal  mines 
license  tax  proceeds  that  previously  were  deposited  to  the 
trust. 

See  the  RIT  discussion  on  page  90  for  additional  detail. 

Legislative  Action 

Senate  Bill  377  reduced  the  growth  rate  in  the  ending  fund 
balance  of  the  RIT  trust  by  diverting  $200,000  per  year  from 
RIGWA  tax  inflows  and  8.5  percent  from  metalliferous 
mines  license  tax  revenue  to  a  newly  created  orphan  share 
account.  The  reduction  of  inflow  into  the  trust  in  each  year 
of  the.  biennium  as  a  result  of  these  diversions  will  be 
$674,000  and  $743,000. 

The  orphan  share  account  is  to  be  used  to  fund  remedial 
actions  on  the  portion  of  hazardous  waste  sites  for  which 
there  is  no  responsible  party,  and  to  pay  for  DEQ  transaction 
costs  associated  with  defending  the  orphan  share 
proportions. 

Statutory  Trusts 

Education  Trust 

From  fiscal  years  1976  through  1986,  a  portion  of  the 
revenue  from  the  coal  severance  tax  was  allocated  to  an 
education  trust  for  the  support  of  education.  The  legislature 
appropriated  the  corpus  of  this  trust  to  the  school 
equalization  account  during  the  period  of  fiscal  1987 
through  1990.  Since  fiscal  1990,  the  education  trust  has  not 
received  revenue  from  any  source  and  its  balance  is  zero. 
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Parks  Acquisition/ Arts  Protection  Trust 

During  most  of  the  last  20  years,  a  portion  of  the  coal 
severance  tax  has  been  earmarked  for  the  parks  acquisition 
trust.  During  the  late  1980s,  the  flow  of  revenue  into  this 
account  was  diverted  to  the  general  fund.  However,  the 
principal  began  to  increase  again  in  fiscal  1990.  Prior  to 
fiscal  1992,  two-thirds  of  the  interest  from  this  trust  was 
statutorily  allocated  for  acquisition  and  operation  of  state 
parks,  and  one-third  was  allocated  for  protection  of  works  of 
art  in  the  state  capitol  and  other  cultural  and  aesthetics 
projects. 

The  1991  legislature  split  the  principal  of  this  trust  into  two 
separate  trusts:  a  parks  acquisition  trust  and  an  arts 
protection  trust.  During  the  1993  biennium,  the  coal  tax 
revenue  that  would  have  flowed  into  the  parks  acquisition 
trust  ( 1 .267  percent)  was  spent  for  maintenance  of  parks  and 
historic  sites,  along  with  the  interest  from  the  trust.  House 
Bill  687,  passed  during  the  1993  legislative  session, 
continued  this  practice  for  the  1995  biennium,  allocating 
$1 .6  million  from  the  trust  to  current  operations.  In  the  1997 
biennium,  the  coal  tax  revenue  allocation  is  again  deposited 
in  the  trust.  Senate  Bill  27,  passed  by  the  1995  legislature, 
increased  the  allocation  to  the  parks  acquisition  trust  from 
1.267  percent  to  1.270  percent. 

In  fiscal  1992,  .633  percent  of  coal  severance  tax  revenues 
was  deposited  in  the  arts  protection  trust,  with  the  trust 
interest  continuing  to  be  used  for  protection  of  works  of  art 
and  for  cultural  and  aesthetics  projects.  During  the  January 
1992  Special  Session,  the  legislature  diverted  a  portion  of 
the  revenue  that  would  have  flowed  into  the  arts  protection 
trust  in  fiscal  1993  to  fund  the  operations  of  the  Montana 
Arts  Council.  Beginning  in  fiscal  1994,  these  revenues  were 
again  deposited  in  the  trust.  Senate  Bill  27,  passed  by  the 
1995  legislature,  decreased  the  allocation  to  the  arts  trust 
from  .633  percent  to  .630  percent. 

1997  Legislative  Action 

The  legislature  amended  the  allocation  of  coal  severance 
taxes  under  15-35-108,  MCA.  House  Bill  5  eliminated  the 
.63  percent  distribution  of  coal  severance  tax  to  the  cultural 
and  aesthetic  trust  during  the  1999  biennium  only.    The 


legislature  appropriated  $3.9  million  from  the  cultural  trust 
for  the  immediate  purchase  of  the  Virginia  City  and  Nevada 
City.  This  will  result  in  a  loss  of  trust  interest  revenue  that 
otherwise  would  be  used  to  fund  cultural  and  aesthetic 
(C&A)  projects  in  the  state  during  the  1999  biennium.  In 
order  to  compensate  for  the  lost  interest,  the  legislature 
allocated  .87  percent  of  coal  severance  tax  revenue  to  the 
C&A  projects  account,  and  eliminated  the  .63  percent  of 
coal  severance  tax  revenue  that  had  been  deposited  in  the 
cultural  trust.  The  remaining  .24  percent  of  coal  taxes 
allocated  to  the  C&A  project  account  was  previously  part  of 
the  flow  into  the  general  fiind.  Based  on  revenue  estimates 
in  HJR  2,  this  part  of  HB  5  results  in  a  loss  to  the  general 
fund  of  $91,736  and  $93,195  for  fiscal  1998  and  1999, 
respectively.  After  the  1999  biennium,  similar  amounts  of 
coal  severance  tax  revenue  will  be  diverted  from  the  C&A 
projects  account  and  will  again  flow  to  the  general  fund. 

Noxious  Weed  Management  Trust 

During  the  period  fiscal  1986  through  1992,  at  least  one-half 
of  the  collections  from  a  1 .0  percent  surcharge  on  the  retail 
sale  of  herbicides  was  deposited  in  the  noxious  weed 
management  trust  ftind.  The  remaining  collections  are  spent 
for  weed  control  grants.  The  interest  earned  on  the  frust  is 
retained  in  the  trust.  After  the  principal  of  the  trust  reached 
$2.5  million  in  fiscal  1992,  all  herbicide  surcharge 
collections  and  the  interest  earned  on  the  trust  became 
available  for  weed  control  grants. 

Senate  Bill  321,  passed  by  the  1995  Legislature,  increased 
the  amount  of  the  tax  on  gasoline  which  is  allocated  to  the 
snowmobile  account  from  23/64  of  one  percent  to  15/28  of 
one  percent.  Beginning  in  fiscal  1996,  one  percent  of  the 
amount  deposited  in  the  snowmobile  account  was  deposited 
in  the  Montana  noxious  weed  control  trust  for  increased 
weed  control  grants,  which  are  administered  by  the 
Department  of  Natural  Resources  and  Conservation. 
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Table  1                                                                                                1 
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RIT  Trust 


additional  amount  the  14.1  percent  of  tax  proceeds  will  be 
deposited  in  the  RIT. 


Article  IX,  section  2  of  the  Montana  Constitution  provides 
that  certain  taxes  on  the  extraction  of  natural  resources  be 
deposited  in  a  resource  indemnity  trust  (RIT).  The  principal 
of  the  trust  up  to  $100.0  million  "shall  remain  forever 
inviolate,  guaranteed  by  the  state  against  loss  or  diversion." 
Title  15,  chapter  38,  MCA,  provides  for  a  resource 
indemnity  tax  of  0.5  percent  on  all  mineral  production 
except  production  from  metalliferous  mines.  These 
revenues  are  deposited  in  the  trust  until  the  principal  reaches 
$100.0  million.  Thereafter,  the  tax  revenue  may  be 
appropriated.  Beginning  in  fiscal  1996,  the  trust  receives  a 
portion  of  oil  and  gas  production  tax  proceeds.  For  fiscal 
1996  and  1997,  the  15.5  percent  of  the  metal  mines  tax 
proceeds  previously  deposited  to  the  trust  was  allocated  to 
other  accounts. 

The  1995  legislature  passed  legislation  which  in  effect  had 
over-allocated  the  metal  mines  tax  by  allocating  1 5.5  percent 
of  metal  mines  tax  to  the  RIT  trust  beginning  in  fiscal  1998. 
The  1997  legislature  passed  legislation  which  abolished  the 
allocation  of  metal  mines  tax  proceeds  to  the  RIT  trust 
beginning  in  fiscal  1998,  and  diverted  an  8.5  percent  share 
of  this  revenue  to  an  orphan  share  account.  The  1997 
legislature  also  reduced  the  amount  of  RIG  WA  tax  proceeds 
deposited  in  the  trust  by  $200,000  per  year  beginning  in 
fiscal  1998. 

RIGWA  Tax  Proceeds 

The  former  RIT  tax  is  now  called  the  resource  indemnity 
and  ground  water  assessment  (RIGWA)  tax,  with  45.9 
percent  of  the  proceeds  deposited  to  the  RIT  trust.  The 
remaining  tax  proceeds  are  distributed  as  required  by  two 
bills: 

Senate  Bill  94,  passed  by  the  1991  legislature,  established 
the  ground  water  assessment  account.  The  legislation 
directed  that  14.1  percent  of  annual  RIGWA  tax  proceeds  be 
deposited  in  that  account  beginning  in  fiscal  1994  for  the 
Montana  Bureau  of  Mines  to  implement  the  Montana 
Ground  Water  Assessment  Act.  The  allocation  continues 
until  the  account's  cash  balance  reaches  $666,000,    any 


House  Bill  608,  passed  by  the  1993  legislature,  directed  that 
30.0  percent  of  biennial  RIGWA  tax  proceeds  be  deposited 
in  state  special  revenue  accounts  used  to  support  agency 
operations:  1)  15.0  percent  to  the  reclamation  and 
development  account;  and  2)  15.0  percent  to  the  renewable 
resource  grant  and  loan  account  (which  combines  the  former 
water  development  and  renewable  resource  accounts).  This 
allocation  continued  through  the  1995  biennium  and 
increased  to  40.0  percent  in  the  1997  biennium  and  beyond: 
30.0  percent  to  the  reclamation  and  development  account 
and  10.0  percent  to  the  renewable  resource  grant  and  loan 
account. 

Legislative  Action 

House  Bill  377  diverts  $200,000  per  year  in  RIGWA  tax 
proceeds  that  are  deposited  in  the  RIT  trust  beginning  in 
fiscal  1998.  The  $200,000  diversion  is  to  be  executed  at  the 
beginning  of  each  fiscal  year  and  does  not  affect  the 
distribution  of  RIGWA  tax  proceeds  to  the  accounts  for 
groundwater  assessment,  renewable  resource  grants  and 
loans,  and  reclamation  and  development  grants. 

Oil  and  Gas  Production  Tax  Proceeds 

Senate  Bill  412,  passed  by  the  1995  legislature,  was 
designed  to  simplify  oil  and  gas  production  taxes  by 
consolidating  several  different  taxes  into  one.  The  portion 
of  RIGWA  tax  proceeds  generated  by  oil  and  gas  production 
was  replaced  by  a  new  consolidated  tax. 

The  bill  was  designed  to  be  revenue  neutral,  but  a  one-time 
revenue  acceleration  occurred  in  all  accounts  where  RIGWA 
taxes  were  replaced  because  the  consolidated  tax  is  now 
collected  quarterly  rather  than  annually. 

Metal  Mines  Tax  Proceeds 

Prior  to  the  1995  session,  15.5  percent  of  metal  mines  tax 
proceeds  was  deposited  to  the  RIT.  Diversions  required 
by  three  bills  passed  by  the  1995  legislature  eliminated  all 
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deposits  to  the  trust  from  metal  mines  tax  proceeds  for  the 
1997  biennium. 

Senate  Bill  46  required  2.2  percent  of  the  proceeds  to  be 
deposited  in  the  ground  water  assessment  account  for  use  by 
the  Montana  Bureau  of  Mines  to  administer  the  Montana 
Ground  Water  Assessment  Act.  This  legislation  applied 
retroactively  to  all  metalliferous  mines  tax  proceeds 
collected  after  December  31,1 994. 

Senate  Bill  382  required  8.5  percent  of  the  proceeds  to  be 
deposited  in  the  new  abandoned  mines  account  for  use  by 
the  Department  of  Environmental  Quality  in  a  pilot  program 
to  clean  up  and  reclaim  abandoned  mines.  This  change  was 
effective  for  fiscal  1996  and  1997.  After  fiscal  1997,  the  8.5 
percent  distribution  was  to  have  been  deposited  in  the  RIT. 

House  Bill  569  diverted  4.8  percent  of  the  proceeds  to  the 
reclamation  and  development  grant  account.  These  proceeds 
are  to  be  used  to  fund  various  program  costs  in  the 
Department  of  Natural  Resources  and  Conservation,  the 
Department  of  Environmental  Quality,  State  Library  Natural 
Resource  Information  Services,  and  the  Environmental 
Quality  Council.  This  legislation  impacts  the  disbursement 
of  proceeds  beginning  in  fiscal  1996. 

As  a  result  of  these  bills,  none  of  the  metal  mines  license  tax 
was  deposited  in  the  RIT  during  the  1997  biennium. 

1997  Legislative  Action 

House  Bill  377  allocates  8.5  percent  of  metal  mines  tax 
proceeds  to  an  orphan  share  account  beginning  in  fiscal 
1998.  This  share  would  have  been  deposited  in  the  RIT  trust 
under  previous  law.  As  a  result  of  this  bill,  the  RIT  trust 
will  not  receive  revenue  from  the  metal  mines  tax  in  the 
future. 

The  orphan  share  account,  which  will  receive  $1 .0  million 
in  metal  mines  tax  proceeds  during  the  1999  biennium,  is  to 
be  used  to  fund  remedial  actions  on  the  portion  of  hazardous 
waste  sites  for  which  there  is  no  responsible  party,  and  to 
pay  for  DEQ  transaction  costs  associated  with  defending  the 
orphan  share  proportions. 


Allocation  of  RIT  Interest  Earnings 

Section  15-38-203,  MCA,  requires  that  the  interest  earned 
on  the  trust  be  used  "to  improve  the  total  environment  and 
rectify  damage  thereto."  Section  15-38-202,  MCA, 
earmarked  these  interest  earnings  in  the  following  manner 
for  the  1997  biennium: 

1)  at  the  beginning  of  the  biennium,  an  amount  not  to 
exceed  $175,000  to  the  environmental  contingency  fund. 
Funds  in  this  account  are  statutorily  appropriated  for 
unanticipated  public  needs  arising  fi-om  certain  disasters  and 
emergencies,  which  may  be  used  upon  authorization  of  the 
Governor. 

2)  at  the  beginning  of  the  biennium,  an  amount  not  to 
exceed  $50,000  to  the  oil  and  gas  mitigation  account.  Funds 
in  this  account  are  statutorily  appropriated  to  the  Board  of 
Oil  and  Gas  Conservation  for  the  cost  of  plugging  wells  that 
have  been  abandoned  and  for  which  no  responsible  party  can 
be  found. 

3)  $2.0  million  biennially  to  the  renewable  resource  grant 
and  loan  program  state  special  revenue  account  for 
distribution  as  grants. 

4)  $3.0  million  biennially  to  the  reclamation  and 
development  grant  state  special  revenue  account  for 
distribution  as  grants. 

5)  $0.5  million  biennially  to  the  water  storage  state  special 
revenue  account  to  provide  loans  and  grants  for  water 
storage  projects. 

6)  Of  the  remaining  RIT  interest  earnings:  a)  36.0  percent 
goes  to  the  renewable  resource  grant  and  loan  account  for 
program  and  administrative  costs;  b)  40.0  percent  goes  to 
the  reclamation  and  development  grant  account  for  program 
and  administrative  costs;  c)  18.0  percent  goes  to  the 
hazardous  waste/CERCLA  account  for  superfund  activities; 
and  d)  6.0  percent  goes  to  the  environmental  quality 
protection  fund  for  additional  clean-up  activities. 

The  Department  of  Natural  Resources  and  Conservation 
administers  two  of  the  RIT  interest  accounts  which  are  used 


91 


RESOURCE  INDEMNITY  TRUST 


for  grants,  loans,  and  administrative  costs:  the  renewable 
resource  grant  and  loan  program  account  and  the 
reclamation  and  development  grant  account.  All  grants  and 
loans  made  from  these  accounts  require  legislative  approval. 

1997  Legislative  Action 

House  Bill  377  will  reduce  RIT  trust  interest  earnings 
deposited  in  the  renewable  resource  account  ($32,848  for  the 
1999  biennium),  the  reclamation  and  development  account 
($36,498),  the  Hazardous  waste/CERCLA  account 
($16,424),  and  the  Environmental  Quality  protection  account 
($5,475),  as  a  result  of  reduced  trust  inflows  from  the 
RIGWA  tax  and  metal  mines  tax. 

House  Bill  377  creates  a  new  orphan  share  account  which 
will  receive  no  RIT  trust  interest  earnings  during  the  1999 
biennium.  The  orphan  share  account  will  begin  receiving 
$200,000  per  year  in  RIT  trust  interest  earnings  in  fiscal 
2000. 

House  Bill  171  requires  that  the  biennial  appropriations  in 
RIT  trust  interest  earnings  to  the  renewable  resource  grant 
and  loan  program  ($2.0  million)  and  the  reclamation  and 
development  grant  program  ($3.0  million)  be  split  into 
annual  appropriations  in  order  to  ease  cash  flow  problems  in 
these  accounts. 

Renewable  Resource  Grant  and  Loan  Account 

This  account,  created  in  the  1995  biennium,  combines  the 
former  water  development  and  renewable  resource  accounts. 
Funds  in  the  account  are  used  for  operation  and  maintenance 
of  state-owned  water  projects  and  works,  program 
administrative  costs,  and  grants  and  loans  for  projects  that 
enhance  renewable  resources  in  the  state.  Revenue  to  the 
account  in  the  1995  biennium  included  15.0  percent  of 
RIGWA  tax  proceeds,  38.0  percent  of  RIT  interest  earnings, 
0.95  percent  of  coal  severance  tax  collections  exceeding  debt 
service  requirements,  income  from  state-owned  water 
projects,  and  administrative  fees.  Loan  repayments  are 
deposited  in  the  renewable  resource  grant  and  loan  or  debt 
service  account. 

Revenue  to  the  account  in  the  1997  and  future  biennia 


includes  10.0  percent  of  RIGWA  tax  proceeds,  a  portion  of 
oil  and  gas  production  tax  proceeds,  36.0  percent  of  RIT 
interest  earnings,  0.95  percent  of  coal  severance  tax 
collections  exceeding  debt  service  requirements,  income 
from  state-owned  water  projects,  and  administrative  fees. 
Loan  repayments  are  to  be  deposited  in  the  renewable 
resource  grant  and  loan  or  debt  service  account. 

Reclamation  and  Development  Account 

During  the  1995  biennium,  the  reclamation  and  development 
account  was  funded  with  15.0  percent  of  RIGWA  tax 
proceeds  and  41 .5  percent  of  RIT  interest  earnings.  During 
the  1997  and  future  biennia,  the  reclamation  and 
development  account  will  be  funded  with  30.0  percent  of 
RIGWA  tax  proceeds,  4.8  percent  of  metal  mines  tax 
proceeds,  a  portion  of  oil  and  gas  production  tax  proceeds, 
and  40.0  percent  of  RIT  interest  earnings.  Funds  are  used 
for  grants  and  for  payment  of  administrative  expenses. 

The  two  other  accounts  receiving  RIT  interest  earnings  are 
the  hazardous  waste/CERCLA  account  and  the 
environmental  quality  protection  fund,  which  are 
administered  by  the  Department  of  Environmental  Quality. 

Hazardous  Waste/Comprehensive  Environmental  Response. 
Compensation,  and  Liability  Act  (CERCLA)  Account 

Funds  in  this  account  are  used  for  implementation  of  the 
Montana  Hazardous  Waste  Act,  for  the  state's  share  of 
CERCLA,  and  for  state  expenses  related  to  investigation  of 
specifically  defined  hazardous  waste. 

Environmental  Quality  Protection  Fund 

Funds  in  this  account  are  used  to  address  problems  caused 
by  the  release  of  hazardous  waste  at  sites  not  listed  in  the 
federal  superfund  priority  list. 
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Orphan  Share  Account 

The  orphan  share  account  is  to  be  used  to  fund  remedial 
actions  on  the  portion  of  hazardous  waste  sites  for  which 
there  is  no  responsible  party,  and  to  pay  for  DEQ  transaction 
costs  associated  with  defending  the  orphan  share 
proportions.  The  orphan  share  account  will  be  established 
beginning  in  fiscal  1998  and  will  receive  revenue  from 
RIGWA  tax  proceeds  and  from  the  metal  mines  tax.  In 
addition,  beginning  in  fiscal  2000,  the  orphan  share  account 
will  receive  $200,000  in  RIT  trust  interest  earnings.  For  the 
1999  biennium,  appropriations  out  of  the  orphan  share 


account  are  contained  in  HB  377,  HB  584  for  DEQ 
spending,  and  HB  13  (DEQ  pay  plan  adjustments). 

1999  Biennium  Revenue  and  Appropriations 

The  following  table  shows  RIGWA  tax  proceeds  projections, 
RIT  interest  projections,  and  anticipated  revenue  to  and 
expenditures  from  the  RIT  interest  accounts  during  the  1999 
biennium.  The  table  reflects  the  legislature's  revenue 
estimates  and  appropriations  adopted  in  HB  2. 
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RIT  Trust, 

Inte 

Table  2 
rest  Earnings,  and  Related  Expenditure 
1999  Biennium  Projections 

Accounts 

RIT  Trusl  Revenues  (ROC  Estimates) 

RIGWAT  Proceeds-Coal  &  other  (45.90%) 
RIGWAT  Proceeds-Oil  (45.90%  ) 
RIGWAT  Proceeds-Natural  Gas  (45.90%) 
Melal  Mine  Tax  Proceeds  (8.50%) 

Total  Deposits 

Trust  Balance  (shooting  for  $100  million) 

Fiscal  1994 

$658,401 

706.119 

251.727 

965.653 

$2,581,901 

$89,313,612 

Fiscal  1995 

$779,360 

612.640 

206.190 

700.217 

$2,298,406 

$91,612,018 

Fiscal  1996 

$581,546 

766.565 

190.079 

0 

$1,538,190 

$93,150,208 

Fiscal  1997 

$539,325 

566.169 

88.997 

0 

$1,194,491 

$94,344,699 

Fiscal  1998 

$559,521 

542.270 

78.995 

474.045 

$1,654,831 

$95,999,531 

Fiscal  1999 

$551,259 

536.720 

78.757 

542.725 

$1,709,461 
$97,708,991 

— Fiscal  iggii — 

Fiscal  lyyy — 

biennium  lotal 

RIT  Trust  Interest  Earnings  Projections 

$7,887,010 

$7,992,235 

$15,879,245 

Priority  Statutory  Allocations  of  Interest  (Biennial) 

Environmental  Contingency  Account  (02107)' 

(175,000) 

0 

(175.000) 

Oil  &  Gas  Damage  Mitigation  Account  (02010)*» 

(50.000) 

0 

(50.000) 

Renewable  Res.  Grant  &  Loan  Program  (grants) 

(2.000.000) 

0 

(2.000,000) 

Reclamation  &  Development  Grants  (grants) 

(3.000,000) 

0 

(3,000.000) 

Water  Storage  Account  (02216) 

(500.000) 

0 

(500,000) 

Total  Allocations 

($5,725,000) 

$0 

($5,725,000) 

Amount  Available  for  Further  Distribution 

$2,162,010 

$7,992,235 

$10,154,245 

Related  Accounts  (1999  Biennium  Totals) 

Renewable 

Reclamation  & 

Hazardous            Environmental 

Groundwater 

Water 

Resource 

Development 

Waste/CERCLA     Qual 

ity  Protection 

Assessment 

Storage 

(02272) 

(02458) 

(02070) 

(02162) 

(02289)»«» 

(02216) 

Further  Distribution  %  of  RITT  Interest 

36% 

40% 

18% 

6% 

0% 

0% 

Beginning  Fiscal  1997  Fund  Balance 

$2,107,086 

$1,976,208 

$667,133 

$977,549 

$91,848 

$554,523 

Reserved  for  continuing  appropriations 

(4.167.430) 

(2.965.337) 

0 

0 

0 

(954.916 

Reserved  for  long-term  assets  (outstanding  loans) 

(1.257.511) 

0 

0 

0 

0 

0 

Reserved  for  long-term  advances 

0 

0 

0 

(115,000) 

0 

0 

Fiscal  1997  appropriations 

(2.027,027) 

(2.953.662) 

(1.416,719) 

(907,665) 

(666.000) 

(102.716 

Fiscal  1997  adjustments 

0 

0 

0 

0 

92.035 

0 

Fiscal  1997  revenues 

4,252,646 

4.054.574 

1.400.148 

753,383 

482.118 

0 

Available  Fund  Balance  Beginning  FY98 

($1,092,236) 

$111,783 

$650,561 

$708,266 

$0 

($503,109 

Kevenues  (KUt_.  agency  estimates) 

RIT  Trust  Interest-direct 

$2,000,000 

$3,000,000 

$500,000 

RIT  Trust  Interest-further  distribution  (above  %) 

3.655.528 

4.061.698 

1,827,764 

609,255 

RIGWAT  Proceeds  (10%.  30%.  14.1%) 

511,200 

1,533.600 

720.792 

Metal  Mines  Tax  (4.8%.  2.2%) 

574.176 

263.164 

Coal  Tax  (Sweep  from  accts.  04011  and  04008) 

550.000 

RRD  Loan  Repayments 

224.000 

STIP  Interest 

40,000 

0 

Cost  Recoveries 

600,000 

Administrative  Fees 

12,000 

State-owned  Project  Revenue 

452.243 

Total  Revenues 

$7,404,971 

$9,169,474 

$1,867,764 

$1,209,255 

$983,956 

$500,000 

Appropriations  (txecutive  budget) 

House  Bills  6  and  7 

$2,000,000 

$3,000,000 

MSU-Northern  (Statutorily  appropriated) 

480.000 

MSU-Bureau  of  Mines 

1.332.000 

DNRC  Centralized  Services  Division 

626.496 

230.296 

DNRC  Centralized  Services  New  Proposal 

22,846 

DNRC-Conservation  and  Res.  Devel.  Division 

1.268,158 

930.600 

DNRC-CARDD  Debt  Service  (Statutory  approp.) 

37.592 

DNRC-Water  Resources  Division 

1.589.324 

2.021.261 

DNRC-Water  Resources  New  Proposal 

310.000 

DNRC-Reserved  Water  Rights  Compact  Comm. 

49.608 

675.936 

DEQ-PIanning.  Prevention  &  Assistance 

98.340 

527,901 

25,036 

DEQ-Enforcement 

1 1 .648 

174,258 

13,668 

DEQ-Remediation 

321,923 

1.631.456 

DEQ-Remedialion  New  Proposal 

4,104 

DEQ-Permitting  &  Compliance 

1.962.957 

1,379,776 

Governors  Office-Flathead  Basin  Commission 

88,510 

Judiciary-Water  Court 

1.133,718 

Judiciary-New  Proposal 

6.772 

Library  Commission-NRIS 

348,054 

308.096 

Legislature-Environmental  Quality  Council 

28,092 

Proposed  Executive  Pay  Plan 

68.091 

92,002 

37,238 

20.878 

0 

0 

Total  Appropriations 

$8,029,169 

$9,359,228 

$2,441,096 

$1,695,142 

$1,332,000 

$0 

Projected  1999  Biennium  Ending  Balance 

($1,716,434) 

($77,971) 

$77,230 

$222,379 

($348,044) 

($3,109 

•        1  he  governor  must  report  on  the  expenditures  from  the  environmental  contmgenc) 

account  in  the  executive  budget.    Expenditures  are  statutorily  appropnaied. 

"■     Amounts  are  deposited  to  the  oil  &  gas  damage  mitigation 

account  to  bring  the  balance  up  to  $200,000  (82-1 1-161. MCA).  All  money  in  the  account  is  statutorily  appropriated.           1 

•"  Amounts  arc  deposited  to  the  groundwater  assessment  account  to  bring  the  balance 

up  to  $666,000.    A 

ny  excess  goes  to  the  RIT 

trust  (85-2-905. 

MCA). 

1 
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Graph  3 
Flow  of  RIT  Proceeds  and  Interest 

1999  Biennium  * 
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. II 


Changes  by  the 
1997  Legislature 


Proceeds 
Interest 

Beginning  fiscal  2000,  $200,000  ofinterestearnings  a  re  allocated  to  the  orphanshare  accounteachfiscalyear. 
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TAX  POLICY 
AND  INITIATIVES 


SUMMARY  OF  LEGISLATIVE  POLICY/ACTION 


The  55th  Legislature  passed  three  initiatives  that  will 
significantly  impact  state  revenues  during  the  1999 
biennium; 

•  mitigation  of  the  impacts  of  property 
reappraisal; 

•  income  tax  relief  for  taxpayers  who 
establish  savings  accounts  intended  for 
the  purchase  of  a  first  home  or  a  college 
education,  and  for  taxpayers  who  have 
substantial  medical  care  expenses; 


•  utilization  of  $20.0  million  from  the  State 

Compensation  Insurance  Fund  to  enhance 
the  1999  biennium  general  fund  balance. 

Table  1  shows  the  biennial  impact  of  legislation  affecting 
property  tax  revenue,  income  tax  revenue  and  one-time 
revenue  from  the  State  Fund.  Other  tax  legislation  was 
enacted  but  Table  1  summarizes  the  more  significant  tax 
policies. 

Each  of  these  initiatives  is  discussed  in  detail  on  the  pages 
that  follow. 


Table  1 

Tax  Policy  Legislation 

General  Fund  Impact 

(Millions) 

1995 

Revenue  Source  and  Bill 

Biennium 

Properly  Tax 

SB  195  -  Mitigate  impacts  of  Reappraisal 

($99,415 

Income  Tax 

SB  151  -  Expand  Long  term  Care  Deduction 

(6.375 

Establish  and  Expand  Certain  Exclusions  for  Savings 

(SB  55,  HB536,  HB  599) 

(0.982 

State  Fund  Transfer 

SB  67 
Impact  on  General  Fund  Revenue 

20.000 

($86,772 

TP-1 


PROPERTY  REAPPRAISAL 


In  December  1996,  just  prior  to  the  session,  the 
Department  of  Revenue  (DOR)  announced  preliminary 
estimates  of  the  impacts  of  cyclical  reappraisal  on  the 
taxable  value  of  property  in  Montana.  At  the  beginning  of 
the  session,  however,  it  was  uncertain  whether  or  not  the 
reappraisals  would  take  effect  due  to  pending  litigation 
before  the  state  Supreme  Court  known  as  the  Albright  case 
(this  case  is  discussed  in  more  detail  below). 

On  January  29,  1997,  revised  estimates  of  the  state 
revenue  impacts  of  reappraisal  were  adopted  by  the  House 
Taxation  Committee  in  response  to  revised  data  from  the 
property  tax  database.  Furthermore,  on  February  27, 
1997,  the  state  Supreme  Court  ruled  on  the  Albright  case 
in  favor  of  the  state,  leaving  in  place  the  present  system  of 
valuing  property  for  tax  purposes. 

By  passing  HJR  2,  the  official  revenue  estimating 
resolution,  the  legislature  adopted  current  law  estimates  of 
property  tax  revenue  for  the  1999  biennium.  During  the 
session,  legislation  proposed  to  mitigate  the  impact  of 
reappraisal  was  estimated  by  measuring  the  resulting 
decrease  in  state  revenue  relative  to  the  revenue  estimates 
derived  in  HJR  2.  The  55th  legislature  ultimately  passed 
SB  195  which  mitigated  the  impacts  of  reappraisal. 
Before  explaining  the  impacts  of  SB  195,  however,  it  is 
necessary  to  illustrate  the  impacts  that  reappraisal  would 
have  had  on  state  revenues  in  the  absence  of  legislation 
amending  current  law. 

Impacts  of  Reappraisal  on  State  General  Fund  Revenue 
(Current  Law) 

Cyclical  reappraisal  of  property  in  each  taxing  jurisdiction 
of  the  state  affected  three  classes  of  property,  and  was 
conducted  between  tax  year  1993  and  tax  year  1996.  The 
three  classes  were  agricultural  land  (class  3),  residential 
and  commercial  land  and  improvements  (class  4),  and 
timberland  (class  10). 

Table  2  shows  the  estimated  impact  of  reappraisal  on  the 
taxable  value  for  each  class  of  property  in  tax  year  1997. 
Compared  with  tax  year  1996,  taxable  values  for 
agricultural  land  increased  moderately,  by  7.0  percent,  and 
the  value  of  timberland  increased  dramatically,  by  126.0 


percent.  The  taxable  value  in  tax  increment  financing 
districts  (TIF's)  also  increased  significantly  due  to 
increases  in  value  for  businesses  within  the  boundaries  of 
each  district.  The  most  significant  increase,  however, 
occurred  in  the  value  of  residential  and  commercial  land 
and  improvements.  Existing  class  4  property  increased  in 
value  by  38.8  percent,  and  new  class  4  property  was 
valued  $15.2  million  higher  than  it  would  have  been  in  the 
absence  of  reappraisal.' 

Reappraisal  increased  the  share  of  residential  and 
commercial  property  in  the  statewide  tax  base.  Class  4 
property  in  tax  year  1996  represented  48.0  percent  of  the 
total  statewide  property  tax  base.  Reappraisal  of  class  4 
property  in  tax  year  1997  increased  the  class  4  share  to 
56.4  percent  of  the  total  tax  base.  Residential  class  4 
property  accounted  for  84.0  percent  of  the  increase  in 
existing  class  4  value,  and  commercial  property  accounted 
for  16.0  percent  of  the  increase. 

The  current  law  estimate  of  property  tax  revenue  during 
the  1999  biennium  as  adopted  by  the  legislature  contained 
the  full  effects  of  reappraisal  on  state  general  fund 
revenue,  as  well  as  revenue  to  the  welfare  account  and  the 
university  account.  Revenues  in  the  welfare  account  and 
the  university  account  have  indirect  impacts  on  the  general 
fiind  because  additional  revenue  in  these  accounts  results 
in  general  fund  cost-savings  and,  therefore,  potentially 
frees  up  spending  authority  for  other  programs. 

The  current  law  estimate  of  the  impact  of  cyclical 
reappraisal  on  state  property  tax  revenue  as  adopted  by  the 
legislature  is  shown  in  Table  2  for  the  1999  biennium. 
The  revenue  impacts  are  shown  by  class  of  property  and 
by  type  of  levy.  During  the  1999  biennium,  general  fund 
revenues  were  expected  to  increase  by  $70.7  million,  the 
sum  of  the  public  school  levy  (95  mills)  and  the  vo-tech 
levy  (1.5  mills).  Additional  revenue  in  the  university  and 
welfare  accounts  was  expected  to  total  $8.3  million.  The 


1  Under  cyclical  reappraisal,  property  is  valued  using  property 
prices  from  a  base  year.  In  the  absence  of  reappraisal,  prices  from  1992 
would  have  been  used  to  value  property  constructed  between  January  1, 
1996  and  January  I,  1997,  resulting  in  a  statewide  total  of  $33.4  million. 
With  reappraisal,  this  property  was  valued  at  1996  prices,  totaling  $48.6 
million  statewide. 
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Table  2 

Property  Reappraisal  in  Tax  Year  1997 

* 

Estimated  Change  in  Taxable  Value  Due  to  Reappraisal 

And  Impact  on 

State  Revenue  During  the  1999  Biennium 

(In  Millions) 

Change  in                        Percent 

Change  in 

Change  in 

Taxable  Value                  Change  *• 

Taxable  Value 

Taxable  Value 

Properly  Class 

All  Counties            TY96  to  TY97 

Welfare  Counties 

Vo-Tech  Counties 

Class  3  (agricultural) 

$10,088                        $0,070 

$1,508 

$0,938 

Class  4  (residential  and  commercial) 

358.700                         39.1% 

207.518 

154.564 

New  Class  4 

15.187                               NA 

8.494 

5.315 

Existing  Class  4 

343.513                        38.8% 

199.024 

149.249 

Class  10  (timberland) 

9.186                       126.0% 

6.227 

1.731 

riF  Value  Adjustment  ••* 
Total 

(15.766)                       61.6% 
$362,208                         19.6% 

(12.893) 
$202,359 

(12.475 

$157,233 

State  Revenue  Impact  (Biennial) 

Public  School 

Levy         University  Levy 

Welfare  Levy 

Vo-Tech  Levy 

Property  Class 

95  Mills                        6  Mills 

9  Mills 

1.5  Mills 

Class  3  (agricultural) 

$1,917                        $0,121 

$0,027 

$0,003 

Class  4  (residential  and  commercial) 

69.596                          4.396 

3.812 

0.472 

New  Class  4 

2.886                          0.182 

0.153 

0.016 

Existing  Class  4 

66.710                          4.213 

3.659 

0.456 

Class  10  (timberland) 

1.745                           0.239 

0.112 

0.005 

riF  Value  Adjustment 
Biennial  Totals 

(2.996)                        (0.189) 
$70,262                        $4,567 

(0.232) 
$3,719 

(0.037 

$0.442 

Grand  Biennial  Total 

$78,990 

Guaranteed  Tax  Base  Tax  Savings  **** 

15.209 

Nonlevy  Revenue***** 
Total  Stale  Impact 

6.641 

$100,840 

*  Based  on  estimates  provided  by  DOR  to  LFD 

and  adopted  by  House  Tax  on  January  27 

1997. 

**   The  percent  change  in  taxable  value  is  for  each  of  the  classes  individually  between  tax 

year  1996  and  1997 

;   for  the  total. 

percent  change  is  relative  to  all  property  in  the  state  in  tax  year  1996. 

*••  Reappraisal  increases  the  value  of  TIF  property,  and  therefore  reduces  the  state  revenue  impact. 

*•*•  Reappraisal  results  in  state  GTB  savings. 

which  results  in  shifting  the  tax  burden  to  local  property  taxpay 

ers. 

••••*Assuming  lower  local  mills  due  to  reappraisal  results  in  greater  nonlevy  revenue  for 

the  stale  because  state  mills  are  a          | 

greater  proportion  of  total  mills 
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total  increase  in  state  property  tax  revenue  during  the  1 999 
biennium  was  estimated  at  $79.0  million. 

Reappraisal  also  had  an  indirect  impact  on  estimates  of 
nonlevy  revenue  received  by  the  state  during  the  1999 
biennium.  A  large  share  of  nonlevy  revenue  (motor 
vehicle  fees,  financial  institution  corporation  tax,  etc.) 
follows  mills  levied  and  is  distributed  to  each  taxing 
jurisdiction  on  the  basis  of  the  weight  of  each 
jurisdiction's  mill  levy  compared  with  the  total  mill  levy. 
The  current  law  estimate  of  the  impact  of  reappraisal  on 
nonlevy  revenue  received  by  the  state  during  the  1999 
biennium  was  $6.6  million.  This  estimate  was  made  on 
the  assumption  that  local  governments  and  schools  would 
reduce  mills  in  fiscal  1998  and  fiscal  1999  to  a  level  which 
would  generate  the  same  revenue  as  had  been  received  in 
fiscal  1997.  Under  this  assumption,  almost  all  local 
governments  and  schools  would  reduce  mill  levies  in 
response  to  the  large  increases  in  the  tax  base.  Since  state 
levies  under  current  law  are  fixed,  the  ratio  of  state  levies 
to  all  levies  within  a  jurisdiction  would  rise.  As  a  result, 
more  nonlevy  revenue  would  flow  to  the  state  and  less 
would  flow  to  local  governments  and  schools. 

In  addition  to  the  estimated  state  property  tax  and  nonlevy 
revenue  impacts  during  the  1999  biennium,  reappraisal 
resulted  in  present  law  state  guaranteed  tax  base  (GTB) 
savings  of  $15.2  million.  The  cost  savings  were  the  result 
of  a  one-time  occurrence  due  to  lags  in  the  GTB  aid 
formula,  and  due  to  an  on-going  reduction  in  wealth 
disparities  between  districts  which,  in  turn,  was  caused  by 
reappraisal. 

The  Impact  of  Reappraisal  on  Local  Governments  and 
Schools 

Cyclical  reappraisal  in  the  absence  of  mitigating 
legislation  would  have  had  two  kinds  of  impacts  on  local 
governments  and  schools.  First,  because  of  the  reduction 
in  estimated  state  GTB  spending  and  in  nonlevy  revenue 
receipts,  local  governments  and  schools  would  experience 
an  equal  increase  in  their  local  property  tax  requirements. 
This  would  have  shifted  $21.8  million  onto  local  property 
taxpayers,  under  the  assumption  that  local  governments 
and  schools  would  have  maintained  their  spending  at  fiscal 


1997  levels. 

Second,  reappraisal  would  have  caused  mill  levies 
imposed  by  local  governments  and  schools  to  fall.  Net 
mill  levies  would  have  fallen  in  nearly  all  jurisdictions, 
even  after  accounting  for  the  tax  shift  caused  by  reduced 
state  GTB  spending  and  nonlevy  revenue  receipts.  It  is 
unknown  whether  local  governments  would  have  realized 
more  revenue  than  in  the  absence  of  reappraisal  by  not 
reducing  mill  levies  to  a  revenue  neutral  level.  Local 
governments  and  schools  would  not  have  been  bound  by 
Initiative  105  to  lower  mill  levies  at  all  since  1-105 
provides  an  exception  for  cyclical  reappraisal,  although  it 
is  likely  that  the  vast  majority  would  have  done  so. 

The  impact  of  lowering  net  mill  levies  by  local 
governments  and  schools  would  have  had  impacts  on  the 
tax  liability  shares  paid  by  each  class  of  property  within  a 
jurisdiction.  On  average,  residential  and  commercial 
property  taxpayers  would  have  paid  more  in  local  taxes. 
Other  property  taxpayers,  especially  owners  of  utility 
property,  would  have  paid  less.  The  reason  for  this  is  that 
while  cyclical  reappraisal  caused  an  increase  of  38.8 
percent  in  the  value  of  class  4  property,  the  increase  in 
value  of  the  entire  tax  base  was  only  19.6  percent,  since 
class  4  property  makes  up  approximately  one-half  of  the 
entire  tax  base.  In  order  to  maintain  revenue  neutrality 
with  fiscal  1997,  the  average  jurisdiction  would  have  had 
to  reduce  mill  levies  by  only  19.6  percent,  resulting  in  an 
average  increase  in  property  taxes  for  class  4  property 
taxpayers  of  16.1  percent.  Other  classes  would  have 
experienced  on  average  a  similar  decrease. 

The  Legislative  Response  to  Reappraisal 

The  legislature  considered  several  approaches  to  mitigate 
the  impacts  of  reappraisal  on  state  and  local  government 
revenues.  The  methods  of  tax  relief  considered  but  not 
adopted  were  the  following: 

1)  Reduce  statewide  mills.  This  method, 
supported  by  the  executive,  would  have  reduced 
all  state-controlled  mills  in  fiscal  1998  and  fiscal 
1999  to  a  level  which  would  generate  the  same 
revenue  as  would  have  been  generated  in  the 
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absence  of  reappraisal.  As  in  the  case  of  lower 
local  government  mill  levies,  reducing  state  mill 
levies  would  have  shifted  more  of  the  property  tax 
burden  onto  class  4  property  and  would  have 
reduced  the  property  tax  burden  for  other 
property. 

2)  Reduce  the  statutory  tax  rate  for  each  class 
subject  to  cyclic  reappraisal.  This  method  would 
reduce  the  ta.x  rates  for  class  3,  class  4  and  class 
10  property  to  a  revenue  neutral  level  for  each 
class,  while  allowing  new  property  to  generate 
additional  revenue.  This  would  have  negated  the 
impacts  of  reappraisal  on  the  average  class  4 
property  taxpayer  and  would  have  restored  the 
share  of  class  4  to  its  pre-reappraisal  portion  of 
the  tax  base.  However,  this  proposal  would  have 
done  nothing  to  forestall  the  intra-class  and 
geographical  redistribution  of  the  class  4  property 
tax  base.  For  example,  certain  class  4  taxpayers, 
those  whose  value  had  increased  above  the 
statewide  average,  would  still  experience 
increases  in  liability,  and  those  whose  value  had 
increased  below  the  statewide  increase  would 
experience  reductions  in  liability.  Tax  liability  for 
owners  of  commercial  property  would  fall  on 
average  and  tax  liability  for  owners  of  residential 
property  would  rise  on  average.  The  burden  of 
state  property  taxes  would  have  shifted  from 
counties  with  small  reappraisal-induced  increases 
in  value  (many  in  the  eastern  part  of  the  state)  to 
counties  with  large  increases  in  value. 

3)  Disregard  the  new  values  and  freeze  values  at 
tax  year  1996  levels.  This  method  would  not 
alter  statewide  mills  or  classification  tax  rates  but 
would  freeze  market  values  for  property  at  1992 
amounts.  Local  mill  levies  would  have  remained 
close  to  those  observed  in  fiscal  1997. 

4)  Create  a  homestead  exemption  which  would 
mitigate  the  impact  of  reappraisal  on 
homeowners.  A  homestead  exemption  reduces 
the  ta.xable  value  of  residential  property  by 
subtracting  a  substantial  amount  from  market 


value  before  taxes  are  calculated.  This  method 
would  have  conferred  most  of  the  relief  on  the 
homeowner  and  less  relief  on  commercial 
businesses. 

5)  Increase  the  tax  rate  for  all  property 
classifications  to  100.0  percent  and  eliminate  state 
levies  and  certain  local  levies,  and  replace  state 
revenue  with  a  statewide  retail  sales  tax.  This 
method  would  have  allowed  reappraisal  to  occur 
but  would  have  reduced  the  net  property  tax 
burden  on  all  property,  and  shifted  much  of  the 
state  and  local  tax  burden  from  property  owners  to 
consumers  of  retail  products  in  the  state. 

6)  Allow  the  phasing-in  of  market  values  for  the 
property  affected  by  cyclical  reappraisal.  This 
method  would  have  led  to  slow  changes  in  the 
property  tax  base  at  the  state  and  local  levels.  It 
would  also  have  led  to  small  changes  in  property 
tax  burdens  between  classes  of  property  and 
regions  of  the  state,  depending  on  the  speed  of  the 
phase-in. 

It  was  the  intent  of  the  legislature  to  minimize  changes  in 
tax  liability  from  fiscal  1997  levels  for  each  taxpayer  in 
the  state,  at  least  during  the  1999  biennium.  The  result 
was  the  passage  of  SB  195.  In  formulating  SB  195,  the 
legislature  chose  several  of  the  options  above  and 
combined  them  into  a  mechanism  that  resulted  in 
estimated  tax  liability  changes  of  less  than  $10  per 
property  per  year  for  98.4  percent  of  class  4  taxpayers 
when  compared  with  tax  liabilities  in  fiscal  1997.  The 
impact  of  SB  195  had  similar  stabilizing  effects  on  tax 
liabilities  for  the  majority  of  agricultural  and  timberland 
taxpayers.  Property  owners  whose  property  is  not  subject 
to  cyclical  reappraisal  will  also  see  little  change  in  their 
tax  bills  from  fiscal  1997. 

SB  195  addresses  the  impacts  of  reappraisal  on  the 
property  tax  base  by  implementing  two  mitigation 
methodologies:  1)  phasing-in  of  market  values  for  class  3, 
class  4  and  class  10  property  over  50  years  at  2.0  percent 
per  year;  and  2)  phasing-in  a  reduction  in  the  tax  rate 
applicable  to  class  3  and  class  4  property  over  50  years. 
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The  current  law  tax  rate  of  3.86  percent,  which  applies  to 
both  classes  3  and  4,  is  to  be  reduced  by  .022  percent  per 
year  beginning  in  tax  year  1997.  Both  existing  property 
and  new  property  in  each  class  will  be  affected  by  the 
value  phase-in,  and  existing  and  new  property  in  classes  3 
and  4  will  be  affected  by  the  phase-down  in  the 
classification  rate. 

SB  195  temporarily  lengthens  the  next  reappraisal  cycle 
by  requiring  that  the  next  reappraisal  evaluation  not  begin 
until  January  1,  2007,  and  be  completed  by  January  1, 
2010.  Reappraisals  conducted  after  that  are  required  to  be 
completed  every  three  years. 

In  addition,  SB  195  changed  the  tax  base  against  which  to 
measure  revenue  increases  for  1-105  purposes  for  local 
governments.  These  provisions  are  as  follows: 

1)  With  exceptions,  a  county,  city  or  town 
may  collect  no  more  in  revenue  from 
property  taxes  than  was  collected  in  tax 
year  1996.  1-105  had  set  the  base  year  for 
revenue  comparisons  at  fiscal  1986. 

2)  A  local  government  may  collect  more 
revenue  than  was  collected  in  tax  year 
1996  under  the  following  conditions: 

a)  revenue  from  new  property  is  not 
counted  toward  the  limit; 

b)  if  there  is  a  loss  in  nonlevy 
revenue,  the  taxing  jurisdiction 
may  increase  property  tax 
revenue  to  make  up  for  the  loss; 
and 

c)  if  the  voters  of  a  taxing  un  it  vote 
to  increase  property  tax  revenue 
in  an  election  in  which  there  is  at 
least  a  40.0  percent  turnout  of 
qualified  voters,  the  jurisdiction 
may  collect  more  in  property  tax 
revenue  than  was  collected  for 
tax  year  1996. 


SB  195  also  created  an  interim  property  tax  study 
committee  consisting  of  twelve  members  evenly  divided 
between  houses  of  the  legislature  and  political  parties. 
The  purpose  of  the  committee  is  to  study  the  state  property 
tax  system  and  to  prepare  a  menu  of  alternatives  to  revise, 
reform  or  replace  the  existing  property  tax  system.  The 
alternatives  should  include  proposals  to  remove  property 
tax  revenue  volatility,  and  options  to  replace  the  current 
valuation  system. 

State  Revenue  Impacts  of  SB  195 

The  estimated  impact  of  SB  195  on  statewide  taxable 
value  and  state  revenue  during  the  1999  biennium  are 
shown  in  Table  3.  The  taxable  value  data  are  shown  by 
class  of  property  and  by  tax  year  for  all  counties  and  for 
the  counties  in  which  the  welfare  and  vo-tech  levies  are 

imposed.  The  revenue  impacts  are  shown  in  Table  3  by 
class  and  by  type  of  levy  for  the  1 999  biennium. 
The  estimated  revenue  impacts  associated  with  SB  195 
during  the  1999  biennium  almost  reverse  the  revenue 
impacts  due  to  reappraisal  calculated  in  Table  2.  Total 
state  property  tax  revenue  is  reduced  by  $77.6  million 
compared  with  an  increase  of  $78.99  million  due  to 
reappraisal  (see  Table  1).  The  taxpayers  in  these  three 
classes  combined  will  experience  an  increase  of  $1.4 
million  in  state  property  tax  compared  to  the  liability 
impact  of  freezing  property  values. 

During  the  1999  biennium,  state  GTB  savings  will 
disappear  because  SB  195  will  smooth  the  change  in  the 
tax  base.  The  bulge  in  state  nonlevy  revenue  also  will  not 
occur  because  mills  at  the  local  level  will  only  change 
minimally.  Local  mill  levies  will  be  constrained  by  two 
factors:  1)  justification  for  large  mill  levy  changes  by  a 
government  are  hard  to  do  without  some  large  change  in 
the  tax  base;  and  2)  SB  195  limits  revenue  from  taxes  on 
existing  property  to  fiscal  1996  levels,  unless  voters 
approve  increases  (see  above). 

During  the  1999  biennium,  SB  195  will  reduce  property 
tax  revenue  in  the  welfare  and  university  accounts  by 
amounts  close  to  those  caused  by  reappraisal.  The 
legislature  left  intact  the  reappraisal-induced  spending 
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Properly  Class 


Class  3  (agricultural) 

Class  4  (resideniial  and  commercial) 

New  Class  4 

Existing  Class  4 
Class  10  (timberland) 
TIF  Value  Adjustment  •• 

Total 


Table  3 

Senate  Bill  195  Property  Tax  Relief  in  Tax  Year  1997  and  1998 

Estimated  Change  in  Taxable  Value  Compared  with  HJR2* 

And  Impact  on  State  Revenue  and  Expenditures  During  the  1999  Biennium 

(In  Millions) 


Change  in 

Taxable  Value 

All  Counties 

Tax  Year  1997 


Change  in 

Taxable  Value 

All  Counties 

Tax  Year  1998 


Change  in 

Taxable  Value 

Welfare  Counties 

Tax  Year  1997 


Change  in 

Taxable  Value 

Welfare  Counties 

Tax  Year  1998 


Change  in 

Taxable  Value 

Vo-Tech  Counties 

Tax  Year  1997 


Change  in 

Taxable  Value 

Vo-Tech  Counties 

Tax  Year  1998 


($10,709) 

(355.830) 

(15.076) 

(340.755) 

(9.003) 

IS  766 

(S3S9.776) 


($11,332) 

(364.158) 

(14.968) 

(349.190) 

(8.819) 

16547 

($367.762) 


($1,567) 

(205.785) 

(8.494) 

(197.291) 

(6.102) 

12  893 

($200  560) 


($1,626) 

(210.058) 

(8.433) 

(201.625) 

(5.978) 

13.513 

($204  149) 


($0,986) 

(153.558) 

(5.315) 

(148.243) 

(1 .696) 

12.475 

($143765) 


($1  035 

(160  683 

(5.277 

(155.406' 

(1.661 

13.074 

($150305 


State  Revenue  Impact  (Biennial) 


Property  Cla.ss 


Public  School 

Levy  University  Levy 

95  Mills  6  Mills 


Welfare  Levy 
9  Mills 


Class  3  (agricultural) 

Class  4  (residential  and  commercial) 

New  Class  4 

Existing  Class  4 
Class  10  (timberland) 
TIF  Value  Adjusimeni 

Biennial  Totals 

Grand  Biennial  Total 

(juarantced  Tax  Base  Tax  Savings  **• 

Nonlevy  Revenue**** 

Total  Impact  of  SB195 


($2,094) 

($0,132) 

(68  399) 

(4.320) 

(2,854) 

(0.180) 

(65.545) 

(4.140) 

(1.693) 

(0.107) 

3.070 

0.194 

($69  116) 

($4,365) 

($0,029) 
(3.743) 
(0.152) 
0.590) 
(0.109) 
0.238 


••:'  ;  vM'Jsmmviv 


HJR2  in  its  final  form  as  adopted  by  the  legislature,  which  was  essentially  the  same  as  adopted  by  House  Tax  on  January  27,  1997. 
**  SB  195  reversed  the  impact  of  reappraisal  on  TIF  values. 

**  SB  195  reversed  the  impacts  of  reappraisal  on  GTB  savings.  Spending  during  the  biennium  on  GTB  increases  by  the  amount  shown. 
****SB  195  reversed  the  impact  of  reappraisal  on  state  receipts  of  nonlevy  revenue. 


Vo-Tech  Levy 
IS  Mills 


($0,003 
(0.471 
(0.016 
(0.455 
(0.005 
0.038 


($91)  4 1 ."; 
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authority  for  the  University  System  in  HB  2.  Furthermore, 
the  legislature  declared  its  intent  that  if  the  revenue 
received  in  the  university  account  falls  short  of  these 
levels,  the  Commissioner  of  Higher  Education  is  expected 
to  reduce  University  System  expenditures  by  a  like 
amount. 

The  legislature  also  left  intact  the  reappraisal-induced 
spending  authority  in  the  welfare  account  for  the  1999 
biennium.  The  reduction  in  welfare  levy  revenue  due  to 
SB  195  was  only  partially  restored.  The  legislature,  in  HB 
2,  replaced  $500,000  of  welfare  levy  revenue  with  an 
equal  amount  of  general  fund  in  each  year  of  the 
biennium. 

The  Albright  Suit 

Until  February  27,  1997,  when  the  state  Supreme  Court 
ruled  in  the  Albright  case,  the  validity  of  the  cyclical 
reappraisal  for  tax  year  1997  was  uncertain.  On 
December  5,  1996,  the  Eighth  Judicial  District  Court,  in 
Raymond  and  M.A.  Albright,  et  al  v.  The  Department  of 
Revenue  of  the  State  of  Montana,  et  al,  found  for  the 
plaintiffs  in  their  claim  that  the  1993  reappraisal  failed  to 
equalize  residential  and  commercial  property  values.  The 
court  found  that  DOR  utilized  two  different  methods  to 
appraise  residential  and  commercial  property.  According 
to  the  District  Court,  the  use  of  multiple  methods  of 
appraising  property  violates  the  constitutional  and 
statutory  requirements  that  all  property  be  appraised  using 
a  uniform  method  that  accurately  reflects  the  market  value 
of  property.  The  department  utilized  the  comparable  sales 
method  for  the  majority  of  residential  property  in  the  state, 
but  utilized  the  cost  method  (adjusted  by  depreciation) 
when  comparable  sales  were  unavailable.  Likewise,  for 
commercial  property,  the  income  method  was  utilized 
when  data  were  available,  and  the  cost  method  was 


utilized  when  data  were  not  available. 

The  District  Court  found  that  in  cases  where  equalization 
of  appraisal  methods  conflicts  with  the  requirement  of 
discovering  true  market  value,  the  equalization 
requirement  has  the  higher  priority.  When  both 
uniformity  of  method  and  accurate  discovery  of  market 
value  are  in  conflict,  uniformity  takes  precedence.  The 
Court  found  that  the  department  had  available  a  method, 
the  cost  method,  which  could  have  been  applied  uniformly 
to  all  residential  and  commercial  property. 

The  state  Supreme  Court  ruled  that  the  legislature  has  the 
power  to  provide: 

"a  consistent  process  for  arriving  at  market  value, 
the  details  of  which  may  vary  from  place  to  place, 
depending  on  available  data,  and  which  will 
necessarily  include  a  number  of  different 
approaches— e.g.,  the  market  data  approach,  the 
income  approach,  the  cost  approach— or  some 
combination  of  these  approaches,  depending  on 
the  market  in  the  area  where  appraisals  occur." 

The  Court  also  found  that  the  particular  market-based 
method  used  by  the  Department  of  Revenue  in  the 
appraisal  conducted  for  tax  year  1993  (and  by  implication 
the  reappraisal  conducted  for  tax  year  1997)  was 
constitutionally  permissible.  The  relevant  section  of  the 
Montana  Constitution  requires  the  state  to  "appraise, 
assess  and  equalize  the  valuation  of  all  property  which  is 
to  be  taxed  in  the  manner  provided  by  law."  The  Supreme 
Court  found  that  the  framers  intended  to  give  the 
legislature  broad  discretion  in  designing  a  system  to  meet 
these  valuation  goals. 
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INCOME  TAX  LEGISLATION 


The  legislature  passed  nine  pieces  of  legislation  which 
affected  income  tax  revenues  to  the  state  during  the  1999 
biennium.  One  bill  will  have  a  material  impact  on 
revenues  and  three  bills  establish  or  enhance  long-term  tax 
relief  programs  for  certain  savings  out  of  income  by 
taxpayers. 

SB  151  increases  the  deduction  for  health  care  premiums 
not  subject  to  the  7.5  percent  income  floor  for  medical 
deductions.  Under  current  law,  one  half  of  medical 
premiums  and  all  other  medical  expenses  are  deductible  to 
the  extent  they  exceed  7.5  percent  of  Montana  adjusted 
gross  income.  Current  law  also  allows  the  remaining  one- 
half  of  medical  premiums  to  be  deductible  without  regard 
to  the  income  test.  SB  1 5 1  allows  all  medical  premiums 
to  be  deductible  without  regard  to  the  income  test.  This 
portion  of  SB  1 5 1  is  effective  beginning  in  tax  year  1997, 
and  is  expected  to  reduce  income  tax  collections  by  $3.1 
million  in  fiscal  1998  and  by  $3.2  in  fiscal  1999.  SB  151 
also  revises  the  income  tax  deduction  for  long-term  care 
insurance  premiums  by  extending  the  deduction  for 
premiums  paid  for  insurance  policies  that  provide 
coverage  for  long-term  care  services  for  the  benefit  of  the 
taxpayer's  dependents,  parents  or  grandparents.  This  part 
of  SB  151  is  effective  beginning  in  tax  year  1997  and  is 
expected  to  reduce  income  tax  collections  by  $37,500  in 
each  year  of  the  1999  biennium. 

SB  55  amends  the  Medical  Care  Savings  Account  Act  of 
1995  by  allowing  account  holders  to  administer  their  own 
accounts.  The  Medical  Care  Savings  Account  Act  of  1995 
provided  an  exclusion  of  up  to  $3,000  per  year  from 
Montana  adjusted  gross  income.  The  funds  must  be 
deposited  into  a  special  account  and  may  be  withdrawn 
only  for  eligible  medical  expenses  or  for  long-term  care. 


The  original  act  became  effective  in  tax  year  1996.  SB  55 
will  become  effective  retroactive  for  tax  year  1996.  It  is 
estimated  that  the  effect  of  SB  55  will  result  in  more 
individuals  taking  advantage  of  medical  savings  accounts. 
SB  55  is  expected  to  reduce  income  tax  collections  by  $.3 
million  in  fiscal  1998  and  by  $.6  million  in  fiscal  1999. 

HB  536  establishes  the  Family  Education  Savings  Act 
(FESA).  The  FESA  provides  for  an  income  tax  exclusion 
from  Montana  adjusted  gross  income  of  up  $3,000  per 
year  for  contributions  to  an  account  established  to  pay  the 
higher  education  expenses  for  a  designated  beneficiary  of 
the  account  owner.  The  account  owner  must  be  related  to 
the  designated  beneficiary  by  blood,  marriage  or  adoption. 
The  exclusion  will  be  effective  beginning  July  1,  1997. 
The  impact  of  the  FESA  on  future  income  tax  collections 
is  highly  uncertain.  It  is  estimated  that  income  tax 
collections  will  be  reduced  by  $4,860  in  fiscal  1998  and  by 
$11,340  in  fiscal  1999. 

HB  599  provides  an  exclusion  from  Montana  adjusted 
gross  income  for  contributions  to  a  first-time  home 
buyer's  savings  account.  The  maximum  amount 
excludable  from  income  is  $3,000  per  individual  per  year 
or  $6,000  per  year  for  filers  who  are  married  and  file 
jointly.  The  contributor  to  an  account  may  contribute  for 
a  period  of  up  to  ten  years  or  until  a  first  home  is 
purchased.  The  interest  earned  in  the  account  is  also 
excludable  from  Montana  adjusted  gross  income.  Account 
holders  must  be  full-time  residents  of  Montana.  HB  599 
will  become  effective  beginning  in  tax  year  1998,  and  is 
expected  to  reduce  income  tax  revenues  by  $47,500  in 
fiscal  1999. 
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TRANSFER  OF  $20  MILLION  FROM  STATE  FUND 


In  July  of  1989,  the  legislature  appropriated  $20.0  million 
from  the  general  fund  to  the  workers'  compensation  tax 
account  for  fiscal  1990.  This  money  was  used  to  reduce 
the  unfunded  liability  in  the  State  Compensation  Mutual 
Insurance  Fund.  On  November  13,  1996,  the  Director  of 
the  Office  of  Budget  and  Program  Planning  requested  the 
State  Fund  Board  of  Directors  consider  supporting 
legislation  to  return  the  $20.0  million  to  the  general  fund. 

The  State  Fund  Board  of  Directors  addressed  this  request 
at  their  November  and  December,   1996,  meeting  and 


passed  a  resolution  indicating  their  ability  to  make  the 
$20.0  million  payment  would  be  dependent  on  a  number 
of  contingencies. 

The  various  components  of  this  resolution  were  included 
in  a  single  piece  of  legislation  affecting  a  variety  of 
aspects  related  to  State  Fund  operations.  SB  67  requires 
the  State  Fund  to  repay  the  loan  of  $20.0  million  to  the 
general  fund.  The  money  will  be  repaid  at  the  end  of 
fiscal  1998  and  fiscal  1999  at  the  rate  of  $10.0  million  per 
year. 
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APPROPRIATIONS  BY  AGENCY  AND  PROGRAM 


This  summary  of  the  layout  and  composition  of  the  "Appropriations  by  Agency  and  Program"  section  is  designed  to  provide 
the  reader  with  a  "road  map"  for  reading  and  utilizing  the  agency  appropriations  report  that  follows. 

The  report  on  agency  and  program  appropriations  is  designed  to  provide  a  resource  for  legislators  and  members  of  the  public 
to  understand  actions  taken  on  agency  budgets  by  the  legislature  and  their  impact  on  agency  operations.  It  does  this  by 
detailing  the  components  of  the  budget,  as  well  as  providing  a  summary  of  legislative  action,  and  a  discussion  of  other 
legislation  impacting  the  agency.  The  agencies  are  grouped  by  categories  that  mirror  the  groupings  used  in  the  appropriations 
process,  and  are  summarized  below. 


Agency  Subcommittee  Groupings 


GENERAL  GOVERNMENT  AND  TRANSPORTATION 

Legislative  Branch 

Consumer  Counsel 

Judiciar>' 

Montana  Chiropractic  Legal  Panel 

Governor's  Office 

Secretary  of  State 

Commissioner  of  Political  Practices 

State  Auditor 

Transportation 

Revenue 

Administration 

Appellate  Defender  Commission 

Public  Employees'  Retirement  Board 

Teachers'  Retirement  Board 


HEALTH  AND  HUMAN  SERVICES 

Public  Health  &  Human  Services 


EDUCATION 


Office  of  Public  Instruction 

Board  of  Public  Education 

School  for  the  Deaf  and  Blind 

Montana  Arts  Council 

State  Library  Commission 

Montana  Historical  Society 

Montana  University  System 

Commissioner  of  Higher  Education 

Six  University  Units 

Colleges  of  Technology 

Community  Colleges 

Agricultural  Experiment  Station 

Cooperative  Extension  Service 

Forestry  and  Conservation  Experiment 

Station 

Bureau  of  Mines 

Fire  Services  Training  School 

Distance  Leaming 

Rural  Physicians  Residency 


NATURAL  RESOURCES  AND  COMMERCE 

Fish,  Wildlife,  and  Parks 

Environmental  Quality 

Livestock 

Natural  Resources  and  Conservation 

Agriculture 

Commerce 

INSTITUTIONS  AND  PUBLIC  SAFETY 

Board  of  Crime  Control 

Justice 

Public  Service  Regulation 

Corrections 

Labor  and  Industry 

Military  Affairs 


LONG-RANGE  PLANNING 

Long-Range  Building  Program 
Treasure  State  Endowment  Program 
Oil  Overcharge  Funds 
State  Building  Energy  Conservation 
Resource  Indemnity  Trust  Interest  Account 
Cultural  and  Aesthetic  Grant  Program 
Information  Technology  Bonds 
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Budget  Presentations 

The  appropriations  for  all  agency  budgets  were 
established  and  the  appropriations  report  is  written 
using  the  precepts  contained  in  statute  that  require  that 
the  budget  be  presented  in  three  tiers: 

1)  base  budget,  which  is  defined  as  "that  level 
of  funding  authorized  by  the  previous 
legislature"; 

2)  present  law  budget,  defined  as  "that 
additional  level  of  funding  needed  under 
present  law  to  maintain  operations  and 
services  at  the  level  authorized  by  the  previous 
legislature...";  and 

3)  new  proposals,  which  are  "requests  to 
provide  new  non-mandated  services,  to  change 
program  services,  to  eliminate  existing 
services,  or  to  change  sources  of  funding..." 

The  appropriations  report  is  presented  in  such  a  way  as 
to  show  legislative  action  on  each  present  law 
adjustment  and  new  proposal  made  to  the  base  budget 
to  derive  the  1999  biennium  agency  budget. 

Legislative  Appropriations 

Legislative  appropriations  are  made  via  two  ways:  1 ) 
temporary  appropriations  bills,  which  are  valid  for  a 
two-year  period;  and  2)  statutory  appropriations,  which 
are  appropriations  authorized  within  substantive  law 
and  effective  as  long  as  the  law  remains  in  effect. 

The  legislature  generally  uses  two  vehicles  to  make 
temporary  appropriations:  1)  HB  2;  and  2)  other 
appropriations  bills,  generally  referred  to  as  "cat  and 
dog"  bills.  HB  2  is  the  general  appropriations  bill,  in 
which  93.6  percent  of  all  general  fiind  and  93.1  percent 
of  total  funds  are  appropriated  in  the  1999  biennium. 
In  contrast,  cat  and  dog  bills  contain  about  3.3  percent 
of  general  fund  and  1.9  percent  of  total  fiinds  (statutory 
appropriations  and  anticipated  reversions  make  up  the 
remainder)  in  the  1999  biennium. 


Statutory  appropriations,  while  they  represent  an 
obligation  on  revenues  and  are  included  in  any  total 
expenditure  tallies,  do  not  require  the  passage  of  a  bill 
to  be  effective.  In  addition,  while  the  legislature 
estimates  total  statutory  appropriations  for  the  purpose 
of  determining  total  available  revenues  for  other 
appropriations,  actual  statutory  appropriations  will 
depend  upon  the  underlying  conditions  controlling  the 
appropriation,  such  as  the  level  of  debt  service 
required,  which  is  a  function  of  not  only  the  total  debt 
undertaken  but  factors  such  as  prevailing  interest  rates. 

The  tables  in  the  narrative  within  the  "Agency  and 
Program  Appropriations"  section  contain  only  HB  2 
appropriations.  As  such: 

1)  the  figures  do  not  include  the  1999 
biennium  pay  plan  adopted  by  the  legislature 
in  HB  13,  as  final  allocations  of  funds  to 
agencies  and  programs  to  implement  the  pay 
plan  had  not  been  made  by  the  Office  of 
Budget  and  Program  Planning  (OBPP)  at  the 
time  of  writing  of  this  report; 

2)  the  tables  do  not  include  other 
appropriations  bills.  Consequently,  in  some 
instances  it  may  be  necessary  for  clarity  to 
include  extra  tables  to  supplement  the  main 
narrative  tables.  For  example,  certain  on- 
going costs  of  public  schools  (K-12  education) 
are  included  in  HB  47,  rather  than  HB  2. 
Therefore,  HB  2  does  not  represent  the  true 
on-going  costs  of  the  K-12  school  system,  and 
HB  47  appropriations  are  included  in 
supplemental  narrative  tables  to  provide  a 
more  accurate  picture  of  total  legislative 
funding;  and 

3)  no  statutory  appropriations  that  may  be 
made  to  or  administered  by  an  individual 
agency  are  included. 

For  all  multiple  program  agencies,  the  narrative  is 
divided  into  two  parts:  1)  the  agency  narrative;  and  2) 
the  program  narrative. 
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Agency  Narrative 

The  agency  narrative  provides  an  overview  of  the 
appropriations  for  that  agency.  Only  a  summary  of 
legislative  action  for  the  agency,  any  agency-wide 
language,  and  a  summary  of  other  legislation 
impacting  the  agency  are  included  at  this  level.  All 
other  discussion  occurs  within  the  relevant  program 
narratives. 

Each  agency  narrative  begins  with  a  table  detailing 
adjusted  actual  fiscal  1996  expenditures,  and  present 
law  adjustments  and  new  proposals  added  to  derive  the 
appropriation  for  each  year  of  the  1999  biennium.  The 
table  is  followed  by  a  brief  agency  description. 

A  paragraph  with  a  short  summary  of  legislative  action 
follows.  The  paragraph  is  designed  to  alert  the  reader 
to  any  broad  themes  or  major  initiatives  undertaken  by 
the  legislature.  However,  it  is  not  designed  to 
summarize  aM  action.  It  is  within  this  section  that  any 
action  impacting  more  than  one  program  within  the 
agency  might  be  detailed.  For  example,  a  discussion  of 
the  gas  tax  in  the  Department  of  Transportation  is 
included  in  this  section. 

Any  agency-wide  language  included  in  HB  2  follows 
this  section.  Because  the  appropriation  report  details 
HB  2  appropriations,  any  other  legislation  that  either 
appropriates  money  to  or  has  a  fiscal  or  programmatic 
impact  on  the  agency  is  discussed  in  the  section  that 
follows. 


The  program  description  may  be  followed  by  a 
"Program  Narrative"  section  in  which  either  a 
summary  of  action  or  discussion  to  highlight  some 
aspect  of  the  program  budget  is  made.  This  section  is 
followed  by  the  "Present  Law  Adjustments"  discussion. 
This  narrative  provides  detailed  information  on  all 
present  law  adjustments  made  to  the  base  budget.  The 
writeup  begins  with  a  table  delineating  the  major 
present  law  adjustments,  by  fiscal  year.  The  table  is 
divided  into  two  sections: 

1)  statewide  present  law  adjustments,  which 
include  most  personal  services  adjustments, 
and  adjustments  due  to  fixed  costs  and 
inflation/deflation  (see  discussion  below);  and 

2)  other  present  law  adjustments. 

The  table  is  followed  by  a  narrative,  in  which  each 
significant  adjustment  is  discussed  in  more  detail. 

The  present  law  narrative  is  followed  by  the  "New 
Proposals"  narrative,  which  begins  with  a  table  listing 
each  of  the  new  proposals  included  by  the  legislature, 
by  year  and  funding  source  (showing  both  general  fund 
and/or  total  funds).  This  table  is  followed  by  narrative 
discussing  each  new  proposal  in  more  detail. 

Any  language  included  in  HB  2  pertaining  to  the 
program  concludes  the  "Program  Narratives"  section. 

Statewide  Present  Law  Adjustments 


Finally,  a  table  showing  and  a  discussion  detailing 
differences  between  legislative  action  and  the 
Executive  Budget  (as  published)  is  included. 


Program  Narrative 


The  agency  narrative  is  followed  by  narratives 
detailing  each  of  the  agency  programs.  The  program 
narrative  begins  with  a  table  showing  the  adjusted 
fiscal  1996  base  used  to  derive  the  budget;  followed  by 
total  present  law  adjustments,  new  proposals,  and  total 
appropriations,  by  fiscal  year.  A  short  program 
description  follows. 


"Statewide  Present  Law  Adjustments"  are  those 
adjustments  applied  to  each  agency  based  upon  either: 
1)  factors  beyond  the  individual  agency's  control;  or  2) 
other  underlying  factors.  Because  of  the  global 
application  of  these  factors  and  the  consistency  of 
application  among  agencies,  these  adjustments  are 
included  in  the  "statewide"  section  of  the  present  law 
adjustment  table. 

Personal  Sei^^ices 

Personal  services  costs  were  derived  by  taking  a 
"snapshot"  of  state  employee  positions  and  the  factors 
determining  compensation  rates  at  a  particular  point  in 
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time.  Personal  services  were  then  adjusted  to 
incorporate  costs  in  effect  in  fiscal  1997  and  certain 
anticipated  costs  in  the  1999  biennium.  Four 
primary  factors  will  cause  an  increase  in  costs  from 
t~iscai  1996  base  expenditures:  1 )  incorporation  of 
the  1997  biennium  pay  plan,  which  was  not  fully 
implemented  until  three  months  into  fiscal  1997;  2) 
full  funding  of  all  positions,  minus  a  three  percent 
vacancy  savings  rate  in  the  1999  biennium  for  most 
agencies  (with  an  additional  vacancy  savings  rate  on 
fiscal  1998  new  proposals);  3)  elimination  of  all 
termination  pay  that  may  have  been  incurred  in 
fiscal  1 996;  and  4)  incorporation  of  any  upgrades  or 
downgrades  that  occurred  in  fiscal  1996.  In 
addition,  some  present  law  increases  or  decreases  in 
FTE  made  by  the  legislature  may  be  included  in  this 
portion  of  the  table. 

As  stated,  the  1999  biennium  pay  plan  adopted  by 
the  legislature  in  HB  13  is  not  included  in  this  or  any 
other  table. 

Inflation/Deflation 

The  legislature  has  inflated  or  deflated  certain 
operating  expenses.  Each  agency  budget  is 
automatically  adjusted  to  add  inflation  to  or  subtract 
deflation  from  the  relevant  expenditure  items.  A 
complete  listing  of  expenditure  categories  inflated  or 
deflated  in  the  1999  biennium  is  shown  in  Table  1 
(inflation/deflation  is  discussed  in  more  detail  in  the 
"Overview"  volume.) 

Fixed  Costs 

Agencies  are  charged  fees  (called  fixed  costs)  for  a 
variety  of  services  provided  by  other  state  agencies. 
The  legislature  includes  fixed  costs  for  the  following 
services:  DofA  insurance  and  bonds  (2104),  DofA 
warrant  writing  fees  (21 13),  DofA  payroll  service 
fees  (21 14),  Legislative  Auditor  audit  fees  (2122), 
DofA  network  fees  (2174),  messenger  services 
(2307),  DofA  rent  (2527),  capitol  complex  grounds 
maintenance  (2770),  and  state  fund  cost  allocation 
plan  (2895).  Fixed  costs  total  $40.9  million  during 
the  1999  biennium. 


Table  1 

Inflation/Deflation  Factors,  1999  Biennium         | 

For  Application  to  Fiscal  Year 

1996  B 

ase 

Expend  itu  re 

Inflation 

Factors 

Code 

Expenditure  Category 

FY  1998 

FY  1999 

Energy  Related  Items 

2216 

Gasoline 

1.071 

1.117 

2242 

D  iesel  Fuel 

1.071 

1.117 

2297 

Propane  Vehicle  Fuel 

1,071 

1.1  17 

2601 

Electricity 

M  DC  Service  Area 

1.000 

1.000 

MPC  Service  Area 

1.058 

1.058 

2603 

N  atural  Gas 

MDC  Service  Area 

1.050 

1.074 

MPC  Service  Area 

1.050 

1.074 

2604 

Laboratory  Gas 

1.071 

1.1  17 

2607 

Propane 

1.071 

1.117 

2724 

Oil 

1.071 

1.117 

2731 

Paini-Buildings 

1.071 

1.117 

2732 

Paint-Traffic  Line 

1.071 

1.117 

2738 

Road  Oil 

1.071 

1.1  17 

2742 

Oil  Mixed  Materials 

1.071 

1.1  17 

Food  Relate 

d  Items 

2117 

Board   &  Room 

1.049 

1.067 

2145 

Food  Services  Expense 

1.049 

1.067 

2205 

Food 

1.049 

1.067 

2251 

M  eat 

1.049 

1.067 

2252 

Dairy 

I  049 

1.067 

2253 

Produce 

1.049 

1.067 

2254 

Bakery 

1.049 

1.067 

2264 

Grocery 

1.049 

1.067 

2275 

Poultry 

1.049 

1.067 

2278 

Beverages 

1.049 

1.067 

2279 

Red  Meat 

1.049 

1.067 

2288 

Canned  Goods 

1.049 

1.067 

2289 

Staples 

1  049 

1.067 

2291 

Sea  Foods 

1.049 

1.067 

2292 

Pork 

1.049 

1.067 

Proprietary 

?ate  Items 

2172 

Computer  Processing/DofA 

0.670 

0.540 

2370 

Telephone  Equip  Charge/DofA 

0.730 

0.730 

2304 

Postage  and  M  ailing 

1.030 

1.030 

2385 

Long  Distance  Charge/DofA 

0.900 

0.900 

2190 

Printing/P&G 

1.000 

1.000 

2193 

Photocopy  Pool  Services 

1.120 

1.120 

2194 

SBAS  0,E  &  E 

0.670 

0.540 

2404 

In-State  Motor  Pool 

1.274 

1  .207 

M  edical  Items 

2106 

Lab  Testing 

1.056 

1.090 

2116 

M  edical  Services 

1.056 

1.090 

2118 

M  edical  Services 

1.056 

1.090 

2119 

Dentistry 

1056 

1.090 

2170 

Prescription  Services 

1.056 

1.090 

2208 

Lab  Equip  &  Supplies 

1.056 

1.090 

2209 

Medical  &  Hospital  Supplies 

1.056 

1.090 

2222 

Drugs 

1.056 

1.090 

2265 

M  isc  M  edications 

1.056 

1  .090 
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Table  2  shows  the  total  fixed  cost  amounts  in  the  1999 
biennium.  Please  note  that  the  table  includes  all  fixed 
costs,  including  those  funded  with  non-appropriated 
funds,  such  as  proprietary  funds. 

Due  to  the  passage  of  HB  576,  the  agencies  that  pay 
the  costs  receive  an  appropriation  in  HB  2  for  that 
purpose.  However,  the  agencies  providing  the  service 
do  not  require  an  appropriation  and  are  not  included  in 
HB  2,  with  the  exception  of  audit  fees.  Instead,  the 
legislature  establishes  the  rates  the  providing  programs 
may  charge.  Each  rate  is  discussed  more  fully  in  the 
relevant  program  narrative  in  this  section. 

Insurance  and  Bonds 


state  mainframe  and,  via  the  mainframe,  to  other 
agency  computers.  Costs  of  this  service  are  allocated 
to  agencies  based  on  the  projected  number  of  personal 
computers  connected  to  the  network  each  year, 
utilizing  the  fixed  monthly  rate  per  computer  to 
determine  the  overall  agency  charge. 

Messenger  Service 

The  Mail  and  Distribution  program  in  DofA  charges 
state  agencies  for  inter-agency  mail  pick-up  and 
delivery  services.  Costs  of  these  services  are  allocated 
to  agencies  based  on  the  volume  of  mail  generated  by, 
and  number  of  daily  deliveries  to,  each  agency. 
Rent 


The  Risk  Management  and  Tort  Defense  (RMTD) 
Division  of  the  DofA  collects  premiums  from  state 
agencies  for:  1)  administration  of  the  self-insurance 
program,  which  provides  state  agencies  with  general 
liability  and  automobile  coverage;  and  2)  purchase  of 
commercial  policies  for  state  agency  property,  aircraft, 
and  other  risk  coverage.  Costs  are  allocated  to 
agencies  based  on  actual  loss  experience,  and  inherent 
exposure. 

Warrant  Writing  Fees 

DofA  provides  warrant  writing  and  direct  deposit 
services  for  agency  financial  transactions.  The  costs  of 
these  services  are  allocated  to  agencies  based  on 
utilization  of  the  various  types  of  financial 
transactions. 

Payroll  Service  Fees 

The  State  Payroll  program  in  DofA  prepares  and 
distributes  payroll  for  all  state  agencies,  and  operates 
the  state  payroll,  personnel,  and  position  control  (PPP) 
system.  Costs  of  these  services  are  allocated  to 
agencies  based  on  the  number  of  paychecks  issued  for 
each  agency  each  year. 

Data  Network  Services 

The  Information  Services  Division  (ISD)  of  DofA 
charges  agencies  for  the  technology  network  that 
allows  agency  personal  computers  to  be  attached  to  the 


Table  2 

Fixed  Costs* 

1999  Biennium 

(in  Millions) 

Agency                                    Function 

Total 

Adminislration                        Insurance  and  Bonds 

$12,722 

Warrant  Writing  Fees 

1  659 

Payroll  Service  Fees 

1.448 

Data  Network  Services 

11.259 

Messenger  Services 

0.314 

Rent  -  Buildings 

8.298 

Legislative  Audit  Division    Audit  Fees 

2.669 

Fish.  Wildlife  &  Parks           Grounds  Maintenance 

0.590 

Various                                    Slate  Fund  Allocation  Plan 

1.963 

Total 

$40  922 

•Costs  include  all  funds.  Including  non-appropriated  proprietary  and      | 

university  system  funds 

The  General  Services  Division  (GSD)  of  DofA  charges 
rent  to  state  agencies  for  costs  of  maintaining  office 
and  warehouse  space  in  buildings  GSD  manages  in  the 
capitol  complex  (including  utility  costs,  security, 
janitorial  services,  mechanical  maintenance,  and  minor 
maintenance  such  as  painting,  lighting,  carpeting,  etc.). 
Warehouse  costs  are  allocated  to  agencies  based  on  the 
amount  of  square  footage  of  office  warehouse  space 
occupied  and  a  fixed  rate  per  square  foot. 
Audit  Fees 
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The  Legislative  Audit  Division  charges  agencies  for 
costs  of  financial  compliance  audits.  These  charges  are 
included  in  agency  budgets  as  biennial  appropriations 
and  allocated  according  to  the  estimated  number  of 
billable  hours  for  each  agency  audit. 

Grounds  Maintenance 

The  Parks  Division  of  FWP  charges  state  agencies  for 
grounds  maintenance  and  snow  removal  at  capitol 
complex  buildings.  Costs  of  these  services  are 
allocated  based  on  the  amount  of  office  space  square 
footage  occupied  by  each  agency. 

State  Fund  Cost  Allocation  Plan  f  SFCAP;> 

DofA  administers  the  SFCAP,  which  charges  non- 
general  fund  agencies  and/or  programs  for  operating 
costs  of  state  government  that  cannot  easily  be 
identified  with  particular  funding  sources.  These 
collections  are  deposited  to  the  general  fund  to  offset 
a  portion  of  those  programs'  costs. 


Operating  costs  of  the  following  programs  are  partially 
recovered  through  SFCAP  collections:  State  Personnel 
and  the  Accounting  and  Management  Support 
Divisions  of  DofA,  and  the  Office  of  Budget  and 
Program  Planning  in  the  Governor's  Office.  Costs  are 
allocated  to  agencies  based  on  the  following:  a)  State 
Personnel  -  the  number  of  FTE  appropriated  and 
classified,  and  the  number  of  negotiated  labor 
contracts;  b)  Accounting  and  Management  Support  - 
the  number  of  SB  AS  and  cash  transactions,  and  actual 
expenditures;  and  c)  OBPP  -  the  number  of  FTE  and 
budgeted  fund  expenditures. 
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JOINT  SUBCOMMITTEES  OF  HOUSE  APPROPRIATIONS 
AND  SENATE  FINANCE  AND  CLAIMS  COMMITTEES 


-Agencies- 


Legislative  Branch 

Commissioner  of  Political  Practices 

Legislative  Audit  Division 

State  Auditor 

Legislative  Fiscal  Division 

Transportation 

Legislative  Services  Division 

Revenue 

Consumer  Counsel 

Administration 

Judiciary 

Appellate  Defender  Commission 

Montana  Chiropractic  Legal  Panel 

Public  Employees'  Retirement  Board 

Governor's  Office 

Teachers'  Retirement  Board 

Secretary  of  State 

House 

Senate 

Representative  Ed  Grady  (Chair) 

Senator  Loren  Jenkins  (Vice-Chair) 

Representative  Bob  Keenan 

Senator  Eve  Franklin 

Representative  Joe  Quilici 

Senator  Dale  Mahlum 

vision  Staff- 
Culver 

Skip 

Jim ' 

Fumer 

Cindy 

Weaver 

I 
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Legislative  Branch 

Agency  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget 

Adjustment 

Proposals 

Leg.  Budget 

Adjustment 

Proposals 

Leg.  Budget 

Leg.  Budget 

Budget  Item 

Fiscal  1996 

Fiscal  1998 

Fiscal  1998 

Fiscal  1998 

Fiscal  1999 

Fiscal  1999 

Fiscal  1999 

Fiscal  98-99 

FTE 

123.27 

(3.00) 

120.27 

2.17 

125.44 

120.27 

Personal  Services 

4,762.380 

664,815 

7,071 

5.434,266 

829.031 

5.591.411 

11,025,677 

Operating  Expenses 

1,632.953 

395,415 

15,289 

2,043,657 

258,289 

5.923 

1.897,165 

3,940,822 

Equipment 

432.445 

(286,565) 

145,880 

(297.965) 

134,480 

280,360 

Total  Costs 

$6,827,778 

$773,665 

$22,360 

$7,623,803 

$789,355 

$5,923 

$7,623,056 

$15,246,859 

General  Fund 

4,791,976 

587,367 

22,360 

5,401,703 

1,181.330 

2.250 

5,975,556 

11,377,258 

State/Other  Special 

2,035,802 

186,298 

2,222,100 

(391.975) 

3.673 

1,647,500 

3.869,601 

Total  Funds 

$6,827,778 

$773,665 

$22,360 

$7,623,803 

$789,355 

$5,923 

$7,623,056 

$15,246,859 

Agency  Description 

The  Legislative  Branch  consists  of  the  legislature  and  its  staff  divisions  (except  the  Consumer  Counsel)  as  provided  in 
section  5-2-503,  MCA.  The  principal  entities  of  the  consolidated  agency  are  the  Senate  and  the  House  of  Representatives, 
the  Legislative  Services  Division,  the  Legislative  Fiscal  Division,  and  the  Legislative  Audit  Division.  The  branch  was 
reorganized  into  one  agency  in  SB  398  during  the  1995  session,  as  described  in  the  next  section. 

Reorganization 

Senate  Bill  398,  passed  in  the  1995  session,  reorganized  the  Legislative  Branch  with  a  goal  of  providing  a  more  efficient 
organization.  Except  for  the  Consumer  Counsel,  the  formerly  separate  entities  of  the  branch  were  administratively  organized 
as  one  agency,  the  Legislative  Branch.  Entities  consolidated  include  the  Legislative  Services  Division  (formerly  Legislative 
Council  and  Environmental  Quality  Council  Offices),  the  Legislative  Fiscal  Division  (formerly  Office  of  the  Legislative 
Fiscal  Analyst),  and  the  Legislative  Audit  Division  (formerly  Office  of  the  Legislative  Auditor).  The  budgets  for  these  staff 
divisions  are  presented  in  this  section  as  part  of  HB  2.  In  addition  to  the  staff  divisions,  the  House  and  Senate  of  the 
Legislature  were  included  in  the  consolidation. 

Summar>'  of  Legislative  Action 

The  legislature  adopted  a  budget  for  the  three  legislative  staff  divisions  that  reflects  increases  over  the  base  primarily  for 
"statewide  issues."  "Statewide  issues"  include  those  non-discretionary  items  driven  by  statutory  requirement  or  by  global 
budget  action.  For  the  branch,  those  statewide  budget  issues  include:  1 )  annualization  of  both  the  legislative  branch  pay  plan 
required  in  SB  398  (1995  session)  and  the  1997  biennium  statewide  pay  plan;  2)  other  personal  services  adjustments 
necessary  to  fully  fund  all  authorized  existing  positions  in  the  branch;  and  3)  fixed  costs  that  are  charged  by  other  agencies 
for  services  provided.  The  only  significant  discretionary  budget  increases  over  the  base  for  the  legislative  staff  divisions  were 
proposals  related  to  providing  continued  ftinding  for  statutorily  required  interim  committees/studies.  The  general  operating 
budgets  of  the  divisions,  other  than  for  statewide  issues  and  legislative  committees,  were  reduced  below  the  base  level  by 
over  $100,000, 

Significant  legislative  action  includes:  1)  the  imposition  of  a  3  percent  vacancy  savings  reduction  ($324,341)  for  the  branch; 
2)  a  10  percent  reduction  ($31,100)  in  the  branch  equipment  budget;  and  3)  elimination  of  funds  for  the  branch  EDP 
performance  audit  ($25,000). 
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Legislative  Branch Summary 

As  part  of  the  administrative  reorganization,  ail  fixed  cost  payments  were  consolidated  in  the  Legislative  Services  Program, 
which  inflates  that  budget,  although  the  net  impact  on  branch  costs  is  zero.  Additionally,  the  branch  budget  for  the  three  staff 
divisions  reflects  an  increase  of  $35,000  in  fixed  costs  for  the  House  and  Senate  that  were  formerly  in  the  feed  bill.  The 
remainder  of  costs  of  operation  of  the  Legislature  during  the  legislative  session  are  not  included  in  HB  2.  These  costs  are 
funded  in  the  feed  bill  passed  during  the  session. 

The  legislative  branch  staff  FTE  levels  in  the  current  biennium  are  13.75  less  than  the  1995  biennium  levels. 

Other  Legislation 

Senate  Bill  21  -  The  legislature  passed  SB  21  which  provides  for  the  continuation  of  the  Joint  Committee  on  Postsecondary 
Education  Policy  and  Budget.  The  biennial  appropriation  in  HB  2  for  this  purpose  is  $20,1 10  of  general  fund. 

House  Bill  166  -  House  Bill  166  requires  the  Legislative  Finance  Committee  to  review  during  the  interim  each  dedicated 
revenue  provision  (state  special  revenue  accounts)  to  ensure  that  it  is  based  on  sound  principles  of  revenue  dedication,  reflects 
legislative  priorities  for  state  spending,  and  is  terminated  when  no  longer  need. 

House  Bill  610  -  This  bill  requires  that  the  Legislative  Finance  Committee  conduct  a  study  of  the  highways  state  special 
revenue  account  (gas  tax)  and  Montana's  infrastructure  needs.  The  Legislative  Fiscal  Division  is  to  staff  the  study.  Gas  tax 
of  $25,000  was  appropriated  for  the  study. 

Various  -  Study  Resolutions  and  Interim  Studies  -  Several  bills  containing  study  resolutions  or  specific  interim  studies  were 
passed  by  the  legislature.  These  studies  are  prioritized  by  the  legislature  in  view  of  staffing  and  funding  limitations. 
Therefore,  not  all  studies  will  be  conducted.  The  following  summarizes  these  bills: 

Resolutions 

HJR  4  -  Property  Management  Study 

HJR  14  -  Federal  Mandates 

HJR  19  -  Corrections  Standards 

HJR  23  -  School  Elections 

SJR  4  -  Preserving  Family  Farming  and  Ranching 

SJR  14  -Telemarketing  Fraud 

Interim  Studies  (by  specific  legislation) 

SB  390/396  -  Revenue  Oversight  Committee  -  tax  and  revenue  implications  of  electric  and  natural  gas  utility 

restructuring. 

HB  90  -  Proposals  for  revisions  to  existing  retirement  systems 

HB  91  -  Conversion  from  defined  benefits  to  defined  contribution  plans  for  public  employees 

HB  89/HB  188  -  State  management  system  and  oversight  of  the  MT  PRRIME  enterprise 

HB  615  -  Socioeconomic  impacts  of  gambling 

SB  195  -  Property  taxation  and  alternatives  to  Montana's  property  tax  system 

SB  390/396  -  Transition  Advisory  Committee,  electric  and  natural  gas  utility  restructuring 


Legislative  Branch  A-2  Summary 


p 


I 


Legislative  Branch 


Summary 


1ID4   00 

Agency  Biennium  Budget 

Comparison 

Executive 

Budget 
Fiscal  1998 

Legislative 

Budget 
Fiscal  1998 

Leg.  -  Exec. 
Difference 
Fiscal  1998 

Legislative 

Executive 

Budget 
Fiscal  1999 

Branch 

Legislative 

Budget 
Fiscal  1999 

Leg.  -  Exec. 
Difference 
Fiscal  1999 

Biennium 

Difference 

Fiscal  98-99 

Budget  Item 

Base 

Budget 

Fiscal  1996 

FTE 

123.27 

120.27 

120.27 

125.44 

125.44 

Personal  Services 
Operating  Expenses 
Equipment 

4,762.380 

1.632,953 

432.445 

5.568.487 

2,055.618 

162,080 

5.434,266 

2.043,657 

145,880 

(134,221) 
(11.961) 
(16,200) 

5,738,008 

1,908,492 

149,380 

5.591.411 

1.897.165 

134.480 

(146.597) 
(11.327) 
(14,900) 

(280.818 
(23.288 
(31,100 

Total  Costs 

$6,827,778 

$7,786,185 

$7,623,803 

($162,382) 

$7,795,880 

$7,623,056 

($172,824) 

($335,206 

General  Fund 
State/Other  Special 

4,791,976 
2,035,802 

5,524,150 
2,262,035 

5.401.703 
2,222,100 

(122.447) 
(39,935) 

6.114,375 
1.681,505 

5.975.556 
1.647.500 

(138,819) 
(34,005) 

(261,267 
(73,939 

Total  Funds 

$6,827,778 

57.786.185 

$7,623,803 

($162,382) 

$7,795,880 

$7,623,056 

($172,824) 

($335,206 

Executive  Budget  Comparison 

The  legislative  budget  reflects  a  reduction  from  the  executive  budget  of  $335,206  (the  executive  budget  was  submitted  as 
requested  by  the  Legislative  Branch  approving  authorities).  This  is  primarily  due  to  applying  a  3  percent  vacancy  savings 
rate  to  the  personal  services  portion  of  the  agency  budget,  a  reduction  of  $324,341.  This  adjustment  was  partially  offset  by 
personal  services  adjustments  which  added  $36,453.  An  additional  $40,000  in  reductions  reflects  decreases  to  various 
operating  costs,  including  the  elimination  of  funding  for  a  branch  EDP  performance  audit.  The  branch  equipment  budget 
was  reduced  10  percent  ($31,100  over  the  biennium).  New  proposals  approved  that  were  not  in  the  original  request  include 
$20,1 10  for  continued  funding  of  the  Postsecondary  Education  Policy  and  Budget  Committee  (SB  21)  and  $3,673  for 
information  technology  bonding  costs  (HB  188). 
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Legislative  Branch 

Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

Legislative 

PL  Base 

Services 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  1996 

Adjustment 
Fiscal  1998 

Proposals 
Fiscal  1998 

Leg.  Budget 
Fiscal  1998 

Adjustment 
Fiscal  1999 

Proposals 
Fiscal  1999 

Leg.  Budget 
Fiscal  1999 

Leg.  Budget 
Fiscal  98-99 

HTE 

48.50 

48.50 

5.17 

53.67 

48.50 

Personal  Services 
Operating  Expenses 
Equipment 

1,808,546 

1,228,698 

421,861 

262,980 
377,280 
(288,061) 

2,071,526 

1,605,978 

133,800 

415,260 
235,397 
(298,761) 

3,673 

2,223,806 

1,467,768 

123,100 

4,295,332 

3,073,746 

256,900 

Total  Costs 

$3,459,105 

$352,199 

$3,811,304 

$351,896 

$3,673 

$3,814,674 

$7,625,978 

General  Fund 
State/Other  Special 

2,487,117 
971,988 

355,151 
(2,952) 

2,842,268 
969,036 

889,859 
(537,963) 

3,673 

3,376,976 
437,698 

6,219,244 
1,406,734 

Total  Funds 

$3,459,105 

$352,199 

$3,811,304 

$351,896 

$3,673 

$3,814,674 

$7,625,978 

Program  Description 

The  Legislative  Services  Program  provides  support  services  to  the  legislature  under  the  direction  of  the  twelve  member 
Legislative  Council.  Program  services  include:  1)  bill  drafting  and  the  engrossing  and  enrolling  of  bills;  2)  printing  and 
distribution  of  legislative  proceedings,  session  laws,  and  journals  of  the  House  and  Senate;  3)  provision  of  legislative  research 
and  reference  services,  including  environmental  issues  under  the  Legislative  Environmental  Policy  Office;  4)  legal  counsel 
for  the  legislature;  5)  committee  staffing:  6)  provision  of  interim  investigation  authority;  7)  preparation  and  publication  of 
the  Montana  Code  Annotated  statute  text  and  annotations;  8)  review  of  the  text  of  proposed  ballot  measures  and  proposed 
administrative  rules;  and  9)  other  services  as  assigned  by  the  legislature. 

Funding 


The  program  is  funded  by  general  fund,  except 
for  state  special  revenue  that  supports  personal 
services  and  operating  costs  associated  with 
publication  of  the  Montana  Code  Annotated 
text,  annotations,  and  other  publications. 

Present  Law 

1)  Personal  Services  -  This  program  includes 
increased  personal  services  for  the  cyclical 
session  employee  costs  in  fiscal  1999  that  do 
not  occur  in  the  non-session  base  year.  A  3 
percent  vacancy  savings  rate  was  applied  to  this 
program. 

3)  Fixed  Costs  -  All  fixed  costs  for  the  branch 
were  transferred  to  this  program  as  part  of  the 
branch  reorganization.  It  results  in  a  large 
increase  for  this  program,  but  there  is  a  partial 
offset    due    to    reductions    in    other    branch 
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Legislative  Services 

Present  Law  Description 

Present  Law 

Adjustments 
Fiscal  1998 

Adjustments 

Adjustments 
Fiscal  1999 

Statewide  Present  Law  Adjustments 

262,980 

(17,159) 
116,086 

$361,907 

(46,844) 

72,411 

5,505 

(16,693) 
(7,887) 

(16,200) 

($9,708) 

$0 

$352,199 

415,260 

(29,270) 
208,351 

$594,341 

154,130 

(360,618) 

5,161 

(16,694) 

476 

(14,900) 

($232,445) 

($10,000) 

$351,896 

01  Personal  Services 

02  Inflation  /  Deflation 

03  Fixed  Costs 

Total  Statewide  Adjustments 
Significant  Present  Law  Adjustments 

04  91001    Branch  Network 

05  91002    Cyclical  Costs 

06  91003    Legislative  Library 

07  91004    Committee  Costs  Moved 

08  91005    Other  Operating 

09  91100    Equipment  Reduction 

Total  Significant  PL  Adjustments 
Other  Base  Adjustments 

Grand  Total  Present  Law  Adjustments 
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programs  to  reflect  the  transfer.  Additionally,  fixed  costs  of  $34,000  for  the  House  and  Senate  were  transferred  to  this 
program  (formerly  in  the  feed  bill).  Excluding  transfers  due  to  reorganii^ation,  the  net  increase  in  fixed  costs  for  the  branch 
over  fiscal  1996  is  approximately  $59,000  each  year. 

4)  Branch  Network  -  The  Legislative  Branch  Network  budget  as  approved  by  the  legislature  reflects  policy  recommended 
by  the  Branch  Computer  Systems  Planning  Council  and  adopted  by  the  Legislative  Council  that  the  biennial  budget  remain 
at  the  level  of  the  previous  biennium  except  for  changes  resulting  from  Department  of  Administration  rates.  Changes  occur 
between  fiscal  years  as  a  result  of  project  scheduling  requirements,  including  those  related  to  the  1999  session  not  seen  in 
the  base. 

5)  Cyclical  Costs  -  Cyclical  cost  variations  result  from  the  biennial  session  schedule  of  the  legislature.  Funding  affected  is 
primarily  state  special  revenue.  The  fiscal  1998  increase  of  $72,41 1  state  special  revenue  represents  an  estimated  printing 
cost  increase  for  printing  of  the  Montana  Code  Annotated  Statute  Text  and  Index  in  September  1997.  The  $360,618  reduction 
in  fiscal  1999  is  the  net  reduction  in  special  revenue  expenditure  (statute  text  and  index  are  not  printed  that  year),  the  cost 
of  printing  Annotations,  and  an  increase  in  general  fund  photocopy  and  printing  expense  for  the  1999  legislative  session. 

6)  Legislative  Library  -  Subscription  rate  increases  result  in  an  increase  of  $4,500  in  fiscal  1998  and  $5,200  in  fiscal  1999. 
Electronic  access  charges  increase  by  $800  each  year.  The  remainder  of  the  increase  is  miscellaneous  net  changes. 

7)  Committee  Costs  Moved  -  As  part  of  reorganization,  committee  costs  in  this  program  were  moved  to  the  Legislative 
Committees  and  Activities  Program.  General  fund  reductions  as  a  part  of  this  action  are  $16,700  a  year  but  reflect  a 
corresponding  increase  in  the  Legislative  Activities  and  Activities  Program  for  the  costs  of  the  Legislative  Council  and  the 
Environmental  Quality  Council. 

8)  Other  Operating  -  Minor  adjustments  in  all  other  functions  reflect  a  biennial  reduction  from  the  base  year. 

Other  Base  Adjustments  -  The  legislature  reduced  operating  costs  by  $10,000  for  the  biennium  to  be  achieved  by  efficiency 
measures. 
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^gislative  Budget  New  Proposals 

Fiscal  1998 

Legislative  Services 

Fiscal  1999 

New  Proposal  Description 

FTE 

General                Other 
Fund                  Funds 

Total 
Funds 

General 
FTE              Fund 

Other 
Funds 

lotal 
Funds 

01       Hb  188  -  Debt  Service 
Total  For  New  Proposals 

3.673 
$3,673 

3.673 
$3,673 

New  Proposals 

1)  House  Bill  188  -  Debt  service/operating  expenses  for  information  technology  bonding  -  The  legislature  authorized  the 
sale  of  $43.0  million  in  bonds  and  appropriated  the  proceeds  to  six  agencies  for  various  information  technology  projects  (see 
section  F  for  a  complete  analysis  of  this  legislation).  All  agencies  were  provided  appropriations  in  fiscal  1999  to  pay 
additional  debt  service  costs  through  the  statewide  and  state  fund  cost  allocation  plans,  and  increased  warrant  writing  and 
payroll  service  fees.  This  adjustment  adds  $3,673  in  state  special  revenue  over  the  biennium  for  this  purpose. 
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Language 

The  legislature  approved  the  following  language  appropriation  which  provides  for  the  carry-forward  of  fiscal  1997 
appropriated  funds  for  an  ongoing  project  to  develop  the  LAWS  system. 

"Of  the  amount  appropriated  in  section  15,  Legislative  Council,  item  2,  Chapter  593,  Laws  of  1995,  any  unexpended  funds 
up  to  $415,000  are  reappropriated  to  the  Legislative  Services  Program  within  the  Legislative  Services  Division.  The  funds 
reappropriated  to  the  Legislative  Services  Program  are  appropriated  for  the  1997  biennium  for  expenses  associated  with 
legislative  branch  information  technology." 

The  following  language  refers  to  the  10  percent  equipment  reduction  imposed  by  the  legislature: 

"Item  1  includes  a  10%  reduction  in  equipment  totaling  $16,200  in  fiscal  year  1998  and  $14,900  in  fiscal  year  1999.  The 
agency  may  allocate  this  reduction  among  programs." 
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Program  Proposed  Budget 

Base 

Budget 

Fiscal  1996 

PL  Base 
Adjustment 
Fiscal  1998 

New 

Proposals 

Fiscal  1998 

Legislative  Committees  &  Activ 

Total                PL  Base                 New 
Leg.  Budget       Adjustment          Proposals 
Fiscal  1998        Fiscal  1999        Fiscal  1999 

ities 

Total 
Leg.  Budget 
Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  98-99 

Budget  Item 

FTE 

0.97 

0.97 

0.97 

0.97 

Personal  Services 
Operating  Expenses 

18.078 
95.769 

5.597 
65,147 

23,675 
160,916 

5,598 
65.150 

23,676 
160,919 

47.351 
321.835 

Total  Costs 

$113,847 

$70,744 

$184,591 

$70,748 

$184,595 

$369,186 

General  Fund 
State/Other  Special 

103,562 
10,285 

67,723 
3,021 

171,285 
13,306 

67,715 
3,033 

171,277 
13,318 

342,561 
26.625 

Total  Funds 

$113,847 

$70,744 

$184,591 

$70,748 

$184,595 

$369,186 

Program  Description 

The  Legislative  Committees  and  Activities  Program  processes  and  monitors  the  expenditures  of  the  various  legislative 
committees  and  activities,  particularly  those  conducted  during  the  interim  between  legislative  sessions.  Services  include: 
1)  limited  support  of  interim  studies  activities  established  under  sections  5-5-202  through  5-5-217,  MCA;  2)  support  of 
interstate  cooperation  activities  of  the  legislature;  and  3)  support  of  other  legislative  activities  for  which  appropriations  are 
made. 

Funding 

The  program  is  funded  primarily  by  general  fund.  Other  committees  are  funded  from  time  to  time  from  other  sources. 
Funding  is  typically  biennial  since  the  interim  work  pattern  of  the  Legislature  is  better  reflected  through  biennial 
appropriations.  State  special  revenue  consists  of  resource  indemnity  trust  funds  to  support  the  Water  Policy  Committee. 


Present  Law 

3)  Organizational  Participation  -  Dues  and 
travel  for  the  National  Conference  of 
Commissioners  on  Uniform  State  Laws 
(NCCUSL)  increase  by  $2,234  a  year.  Dues 
only  are  budgeted  for  NCSL  for  an  increase 
over  base  of  $36,346  in  fiscal  year  1998  and 
$36,347  in  fiscal  year  1999. 

4)  Committee  Costs  Moved  -  Meeting  costs  for 
the  Legislative  Council  and  Environmental 
Quality  Council  previously  budgeted  in  the 
Legislative  Services  Program  and  the  former 
Environmental  Quality  Council  Program  result 
in  an  increase  in  this  program  but  no  net  change 
in  the  agency. 
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Present  Law 

Adjustments 

Present  Law  Description 

Adjustments 
Fiscal  1998 

Adjustments 
Fiscal  1999 

Statemde  Present  Law  Adjustments 

5,597 
0 

5.598 
0 

01  Personal  Services 

02  Inflation  /  Deflation 

Total  Statemde  Adjustments 

$5,597 

$5,598 

Significant  Present  Law  Adjustments 

38,580 
26.567 

38.581 
26.569 

03  91001    Organization  Participation 

04  91002    Committee  Costs  Moved 

Total  Significant  PL  Adjustmtnts 

$65,147 

$65,150 

Other  Base  Adjustments 

$0 

$70,744 

$0 

$70,748 

Grand  Total  Present  Law  Adjustments 
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Program  Narrative 
Interim  Studies 

As  directed  by  the  55th  Legislature,  a  minimum  of  10  studies  are  to  be  supported  by  the  LSD  that  are  required  by  specific 
legislation  and  six  studies  were  requested  by  joint  resolutions. 


Interim  Studies  Requested  by  Joint  Resolution 

HJR14 

Property  Management  Study 

HJR14 

Mandates 

HJR19 

Corrections  Standards 

HJR23 

School  Elections 

SJR4 

Preserving  Family  Farming  and  Ranches 

SJR14 

Telemarketing  Fraud 

Interim  studies  are  conducted  based  on  the  availability  of  staffing  and  funding  and  are  selected  according  to  the  legislature's 
priorities  for  the  interim.  Based  on  an  interim  study  poll  conducted  after  the  legislative  session,  it  was  concluded  that  the 
legislature's  top  priority  is  the  corrections  standards  study. 


Interim  Studies  by  Specific  Legislation 

SB  390/396 

By  the  Revenue  Oversight  Committee,  tax 
and  revenue  implications  of  electric  and 
natural  gas  utility  restructuring 

HB90 

Proposals  for  revisions  to  existing 
retirement  systems  (CPERS) 

HB91 

Conversion  from  defined  benefits  to 
defined  contribution  plans  for  public 
employees 

HB  19 

Veterans'  issues 

HB89,HB  188 

State  management  systems  and  oversight 
of  the  MT  PRRIME  enterprise 

HB615 

Socioeconomic  impacts  of  gambling 

SB  195 

Property  taxation  and  alternatives  to 
Montana's  property  tax  system 

SB  390/396 

By  the  Transition  Advisory  Committee, 
electric  and  natural  gas  utility 
restructuring 

Legislative  Branch 
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F 

Other  interim  studies  not  related  to  specific  legislation  include: 

1)  a  study  of  general  matters  involving  Native  Americans  by  the  Indian  Affairs  Committee; 

2)  an  investigation  of  options  for  enhancing  economic  development,  income,  and  employment  with  a  goal  of  reducing  costs 
to  the  state  DPHHS  and  Department  of  Corrections;  and 

3)  a  study  on  all  aspects  of  public  programs  and  efforts  relating  to  children  and  families,  ranging  from  prenatal  care,  care 
for  the  elderly,  teen  pregnancy  issues,  foster  care,  health  care,  juvenile  crime,  etc. 

There  is  also  the  potential  that  a  study  of  welfare  and  options  for  reforming  welfare  in  Montana  may  be  conducted. 

Other  Legislation 

Senate  Bill  21  -  SB  21  provides  for  the  continuation  of  the  Joint  Committee  on  Postsecondary  Education  Policy  and  Budget 
(PEPB).  Funding  is  $20,1 10  over  the  biennium  from  the  general  fund. 

House  Bill  166  -  HB  166  requires  the  Legislative  Finance  Committee  to  review  during  the  interim  each  dedicated  revenue 
provision  (state  special  revenue  accounts)  to  ensure  that  it  is  based  on  sound  principles  of  revenue  dedication,  reflects 
legislative  priorities  for  state  spending,  and  is  terminated  when  no  longer  need. 

House  Bill  610  -  HB  610  authorized  a  study  of  state  highways  funding  issues.  Funding  is  $25,000  over  the  biennium  from 
the  state  gas  tax. 

Permanent  Committees 

The  legislature  has  a  number  of  permanent  committees  which  include:  1)  Legislative  Council;  2)  Legislative  Audit 
Committee;  3)  Legislative  Finance  Committee;  4)  Administrative  Code  Committee;  5)  Environmental  Quality  Council;  6) 
Legislative  Consumer  Committee;  7)  Revenue  Oversight  Committee  (ROC);  8)  Indian  Affairs  Committee;  and  9)  the  Joint 
Oversight  Committee  on  Children  and  Families.  The  committees  will  adopt  interim  work  plans  as  supported  by  Legislative 
Branch  staff. 

Language 

"It  is  the  intent  of  the  legislature  that  money  appropriated  in  House  Bill  No.  1  for  the  operation  of  the  55th  Legislature  and 
unexpended  as  a  consequence  of  an  early  adjournment  of  the  regular  session  of  the  55th  Legislature  be  transferred  at  the 
discretion  of  the  respective  approving  authorities  to  the  Legislative  Committees  and  Activities  Program  (21)  for  additional 
support  of  activities  authorized  under  Title  5,  chapter  1 1,  parts  3  and  7,  with  priority  to  participation  in  the  Pacific  Northwest 
Economic  Region." 
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Program  Proposed  Budget 

Base 

Budget 

Fiscal  1996 

PL  Base 
Adjustment 
Fiscal  1998 

New 

Proposals 

Fiscal  1998 

Total 
Leg.  Budget 
Fiscal  1998 

Fiscal  Analysis  &  Review 

PL  Base                New 
Adjustment         Proposals 
Fiscal  1999        Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  98-99 

Budget  Item 

FTE 

15.80 

15.80 

15.80 

15.80 

Personal  Services 
Operating  Expenses 
Equipment 

703.754 
71,600 

84,550 

(8,631) 

1,500 

7,071 
15,289 

795,375 

78,258 

1,500 

89.843 
9,664 
1.500 

2,250 

793,597 

83,514 

1,500 

1.588,972 

161,772 

3,000 

Total  Costs 

$775,354 

$77,419 

$22,360 

$875,133 

$101,007 

$2,250 

$878,611 

$1,753,744 

General  Fund 

775,354 

77,419 

22,360 

875,133 

101,007 

2,250 

878,611 

1,753.744 

Total  Funds 

$775,354 

$77,419 

$22,360 

$875,133 

$101,007 

$2,250 

$878,611 

$1,753,744 

Program  Description 

The  Fiscal  Analysis  and  Review  Program  encompasses  the  operations  and  responsibilities  of  the  Legislative  Fiscal  Division. 
The  division  was  established  in  1974  to  provide  to  the  legislature  fiscal  analysis  of  state  government  and  to  research, 
compile,  analyze,  and  provide  information  bearing  upon  the  financial  matters  of  the  state  and  policy  issues  of  statewide 
importance.  The  duties  of  the  Legislative  Fiscal  Analyst  are  provided  in  the  Legislative  Finance  Act  (Title  5,  Chapter  12, 
MCA).  The  Legislative  Finance  Committee  oversees  the  operation  of  the  division. 

Funding 

The  program  is  funded  by  general  fund. 


Present  Law 

1)  Personal  Services  -  In  addition  to  statewide 
issues,  an  increase  of  $6,325  for  staff  support 
overtime  was  approved  over  the  fiscal  1996 
base  for  the  cyclical  costs  in  the  second  year  of 
the  biennium  as  a  result  of  pre-session  budget 
analysis  and  legislative  session  schedules.  A  3 
percent  vacancy  savings  was  applied  to  this 
program. 

4)  LFC  Meetings/Support  -  Increases  are  for 
support  of  the  Legislative  Finance  Committee 
interim  meetings  and  projects.  They  include 
travel  costs  for  members  to  attend  meetings  and 
increased  staff  support  for  subcommittee 
proceedings  and  workload.  Fewer  meetings 
were  held  in  fiscal  1996,  but  the  total  budgeted 
meeting  days  for  the  1999  biennium  are  the  same  as  appropriated  for  the  1997  biennium. 
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Present  Law  Description 

Present  Law  Adjustments 

Adjustments         Adjustments 
Fiscal  1998          Fiscal  1999 

Statewide  Present  Law  Adjustments 

84,550 

(3,973) 

(17,426) 

$63,151 

9,268 

0 
5.000 

$14,268 

$0 

$77,419 

89.843 

(9,871) 

(17,426) 

$62,546 

7,461 

31,000 

0 

$38,461 

$0 

$101,007 

01  Personal  Services 

02  Inflation  /  Deflation 

03  Fixed  Costs 

Total  Statewide  Adjustments 
Significant  Present  Law  Adjustments 

04  91001    Lfc  Meetings/Support 

05  91002    Session  Costs 

06  91003    Legislative  Requests 

Total  Significant  PL  Adjustments 
Other  Base  Adjustments 

Grand  Total  Present  Law  Adjustments 
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5)  Session  Costs  -  Fiscal  1999  costs  increase  $3 1,000  over  fiscal  1996  due  to  cyclical  costs  associated  with  the  legislative 
session,  including  computer  processing,  printing,  and  communications.  These  costs  do  not  occur  in  the  base  year,  but  a 
similar  increase  is  included  in  the  fiscal  1997  appropriation  for  session  costs. 

6)  Legislative  Requests  -  This  is  a  biennial  appropriation  for  data  processing  charges  associated  with  legislative  requests  for 
complex  issues  such  as  tax  models.  It  reflects  a  50  percent  reduction  from  the  1997  biennium  appropriation. 
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^gislative  Budget  New  Proposals 

Fiscal 

1998 

Fiscal  Analysis  &  Review 

1999 

New  Proposal  Description 

Fiscal 

FTE 

(Jeneral 
Fund 

Other 
Funds 

Iota! 
Funds 

(Jeneral 
KIE              Fund 

Other 
Funds 

lotal 
Funds 

Bl       Sb378  Biennial  Review 

Sb  21 -Joint  Committee  On 
02      Pepb 

Total  For  New  Proposals 

2.250 
20.110 

$22,360 

2.250                                2.250 
20.110 

$22,360                                $2,250 

2.250 

$2,250 

New  Proposals 

1)  SB  378  -  Biennial  Review  -  The  legislature  approved  the  funding  for  a  biennial  review  of  earmarked  revenues  and 
statutory  appropriations  as  required  in  17-1-505,  MCA.  The  funds  will  be  used  for  costs  ofa  subcommittee  of  the  Legislative 
Finance  Committee  to  complete  the  review.  Funding  has  been  authorized  for  the  last  two  biennia  in  a  language  appropriation 
authorizing  the  use  of  carryover  funds  from  another  study. 

2)  SB  21-  Joint  Committee  on  PEPB  -  The  legislature  approved  the  continued  funding  of  the  Joint  Committee  on 
Postsecondary  Education  Policy  and  Budget.  This  general  fund  appropriation  is  a  restricted,  biennial  appropriation  to  support 
operations  of  the  committee. 
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Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

Audit  &  Examinatioii 
PL  Base                New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  1996 

Adjustment 
Fiscal  1998 

Proposals 
Fiscal  1998 

Leg.  Budget 
Fiscal  1998 

Adjustment 
Fiscal  1999 

Proposals 
Fiscal  1999 

Leg.  Budget 
Fiscal  1999 

Leg.  Budget 
Fiscal  98-99 

FTE 

55.00 

55.00 

55.00 

55.00 

Personal  Services 
Operating  Expenses 
Equipment 

2,232,002 

236,886 

10,584 

311,688 
(38,381) 
(4) 

2,543,690 

198,505 

10,580 

318,330 

(51,922) 

(704) 

2,550,332 

184,964 

9,880 

5,094,022 

383,469 

20,460 

Total  Costs 

$2,479,472 

$273,303 

$2,752,775 

$265,704 

$2,745,176 

$5,497,951 

General  Fund 
State/Other  Special 

1,425,943 
1.053,529 

87,074 
186,229 

1,513,017 
1,239,758 

122,749 
142,955 

1,548,692 
1,196,484 

3,061,709 
2,436,242 

Total  Funds 

$2,479,472 

$273,303 

$2,752,775 

$265,704 

$2,745,176 

$5,497,951 

Program  Description 

The  Legislative  Audit  Division,  established  in  1967,  is  governed  by  the  Legislative  Audit  Act,  contained  in  Title  5,  Chapter 
13,  MCA.  Article  V,  Section  10  of  the  Montana  constitution  mandates  a  legislative  post-audit  function.  The  division  works 
under  the  direction  of  the  Legislative  Audit  Committee. 

The  division  is  divided  into  three  sections:  1)  Financial  Compliance  Audit,  which  performs  biennial  audits  of  all  state 
agencies,  an  annual  statewide  financial  audit,  and  biennial  federal  single  audit;  2)  Performance  Audit,  which  conducts  audits 
of  state  agencies  to  determine  program  effectiveness,  efficiency,  and  compliance  with  established  laws,  rules,  goals  and 
objectives;  and  3)  Electronic  Data  Processing  Audit,  which  evaluates  data  processing  systems  and  controls  independently 
and  in  conjunction  with  financial  compliance  and  performance  audits. 

Funding 


The  program  is  funded  by  a  combination  of 
general  fund  and  special  revenue 
appropriations.  Special  revenue  is  derived 
through  the  assessment  of  approved  hourly  rate 
charges  to  agencies  for  the  performance  of  audit 
services. 

Present  Law 

4)  Professional  Services  -  Items  included  in 
this  category  are  associated  with:  1)  the  hiring 
of  an  actuarial  consultant  for  the  annual  audit  of 
the  state's  retirement  systems;  2)  hiring  a 
consultant  to  complete  a  disaster  recovery  plan 
for  the  Legislative  Branch;  and  3)  contracting 
with  the  National  State  Auditor's  Association 
for  the  Peer  Review  required  by  Government 
Auditing  Standards. 


1104   28 

Legislative  Branch 
Audit  &  Examination 

Present  Law 

Adjustments 

Present  Law  Description 

Adjustments 
Fiscal  1998 

Adjustments 
Fiscal  1999 

Statewide  Present  Law  Adjustments 

311.688 
0 
(62,136) 

318,330 

0 

(62,136) 

Dl                  Personal  Services 

02  Inflation  /  Deflation 

03  Fixed  Costs 

Total  Statewide  Adjustments 

$249,552 

$256,194 

Significant  Present  Law  Ac^ustments 

25,000 
25,800 
(2,049) 

25,000 

(12,700) 

(2,790) 

04  91001    Professional  Services 

05  91002    Independent  Audit  Costs 

06  91003    Other  Operating 

Total  Significant  PL  Adjustments 

$48,751 

$9,510 

other  Base  Adjustments 

($25,000) 
$273,303 

$0 
$265,704 

Grand  Total  Present  Law  Adjustments 

Legislative  Branch 
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Legislative  Branch  Audit  &  Examination 

5)  Independent  Audit  Costs  -  These  adjustments  relate  to  cyclical  costs  associated  with  the  biennial  financial-compliance 
audit  of  the  Legislative  Branch. 

6)  Other  Operating  -  These  adjustments  relate  to  training,  maintenance  of  a  subscription  list,  and  decreases  in  other  categories 
associated  with  anticipated  reductions  in  operating  expenses. 
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Agency  Proposed  Budget 

Base 

Budget 

Fiscal  1996 

PL  Base 
Adjustment 
Fiscal  1998 

New 

Proposals 

Fiscal  1998 

Total 
Leg.  Budget 
Fiscal  1998 

Consumer  Counsel 

PL  Base                New 
Adjustment          Proposals 
Fiscal  1999        Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  98-99 

Budget  Item 

FTE 

5.01 

5.01 

5.01 

5.01     ' 

Personal  Services 
Operating  Expenses 
Equipment 

291,510 

511,705 

13,599 

27,333 

168.561 

269 

318,843 

680,266 

13,868 

28,289 
186,388 

(2,499) 

743 

319,799 

698,836 

11,100 

638,642 

1,379,102     : 

24,968 

Total  Costs 

$816,814 

$196,163 

$1,012,977 

$212,178 

$743 

$1,029,735 

$2,042,712 

State/Other  Special 

816,814 

196,163 

1,012.977 

212,178 

743 

1,029,735 

2.042,712 

Total  Funds 

$816,814 

$196,163 

$1,012,977 

$212,178 

$743 

$1,029,735 

$2,042,712 

Agency  Description 

The  Office  of  the  Consumer  Counsel  was  created  by  Article  XIII,  Section  2  of  the  1972  Montana  Constitution.  The  office 
is  governed  by  Title  5,  Chapter  15,  MCA,  and  Title  69,  Chapters  1  and  2,  MCA.  The  Consumer  Counsel  is  charged  with  the 
duty  of  "representing  consumer  interests  in  hearings  before  the  Public  Service  Commission  or  any  other  successor  agency." 
The  Consumer  Counsel  also  may  initiate,  intervene  in,  or  otherwise  participate  in  appropriate  proceedings  in  the  state  and 
federal  courts  and  proceedings  before  federal  administrative  agencies  on  behalf  of  the  public  of  Montana. 

Funding 

The  sole  fimding  source  for  the  Consumer  Counsel  is  a  constitutionally-earmarked  tax  levied  on  all  regulated  entities  under 
the  Public  Service  Commission's  jurisdiction.  The  tax  rate  can  be  revised  quarterly  as  necessary  to  adjust  for  a  cash  carryover 
from  the  previous  fiscal  year,  preventing  the  accumulation  of  a  significant  cash  balance. 

Summary  of  Legislative  Action 

All  proposed  present  law  adjustments  were  approved  by  the  legislature  as  well  as  the  addition  of  funds  for  HB  188  debt 
service/operating  costs.  Adjustments  included  $100,000  per  year  for  contingency  case  load  increases  and  over  $150,000  for 
the  biennium  in  mcreased  operating  costs. 

Other  Legislation 

The  1997  Legislature  passed  the  following  pieces  of  legislation  which  revise  laws  relating  to  the  regulation  of 
telecommunication  services  and  the  deregulation  of  the  electric  and  gas  utility  industries  in  the  state.  Although  there  were 
no  budget  adjustments  as  a  result  of  these  measures,  the  Consumer  Counsel  anticipates  increased  utility  company  filings, 
which  is  a  key  component  of  the  department's  workload.  The  department  works  closely  with  the  Public  Service  Commission 
(PSC)  regarding  these  matters. 

Senate  Bill  89  (Regulation  of  Telecommunications)  -  This  legislation  revises  the  laws  relating  to  the  regulation  of 
telecommunications  services  in  Montana.  Significant  aspects  of  this  legislation  are:  1 )  registration  of  telecommunication 
providers;  2)  limited  PSC  approval  of  interconnections  agreements;  3)  designation  of  carriers  eligible  for  federal  universal 
service  support;  4)  authorization  of  federally  funded  discounts  for  intrastate  services  under  certain  circumstances  to  schools, 
libraries,  and  health  care  providers;  5)  establishment  of  standards  for  wholesale  pricing  of  telecommunications  services; 
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Summary 


6)  increases  in  the  amount  of  assistance  in  the  telephone  low-income  assistance  program;  and  7)  establishment  of  a  universal 
access  program  to  provide  financial  assistance  for  communities  to  develop  public  access  to  advanced  telecommunications 
services  in  at  least  one  public  facility  in  each  community.  As  a  result  of  this  legislation,  the  legislature  approved  in  HB  2 
the  amount  of  $250,000  in  fiscal  1998  and  $500,000  in  fiscal  1999  to  the  PSC,  appropriated  from  state  special  revenue  to 
provide  funding  for  the  Universal  Access  program. 

Senate  Bill  390  (Electric  Utility  Industry  Restructuring  Act')  -  This  major  legislation  deregulates  the  electric  utility  industry 
in  Montana.  On  or  before  July  I,  1998,  all  investor  owned  electric  utility  customers  with  loads  greater  than  1000  kilowatts 
must  have  the  opportunity  to  choose  an  electric  supplier.  All  remaining  electric  customers  must  choose  an  electric  utility 
supplier  by  July  1,  2002.  Investor  owned  utilities  must  functionally  separate  the  utility's  supply,  transmission  ,  distribution 
and  energy  services  operations  and  make  its  transmission  and  distribution  facilities  available  for  all  electricity  suppliers  on 
a  nondiscriminatory  and  comparable  basis. 

Senate  Bill  396  fNatural  Gas  Utility  Restructuring  and  Customer  Choice  Act)  -  The  legislation,  which  is  similar  in  purpose 
to  SB  390.  deregulates  the  natural  gas  utility  industry  by  allowing  customer  choice  of  a  natural  gas  supplier.  A  natural  gas 
utility  may  voluntarily  offer  its  customers  a  choice  of  natural  gas  suppliers  and  provide  open  access  to  its  transmission 
facilities,  storage  facilities,  or  distribution  facilities. 


hi:  00 

Agency  Bicnnium  Budget 

Companson 

Executive 

Budget 
Fiscal  1998 

Legislative 

Budget 
Fiscal  1998 

Leg.- 
Diffe 
Fiscal 

Exec. 

rence 
1998 

Consumer  Counsel 

Executive          Legislative 

Budget               Budget 
Fiscal  1999        Fiscal  1999 

Leg. 
DitTe 
Fisca 

-  Exec, 
rence 
1  1999 

Biennium 

Difference 

Fiscal  98  99 

Budget  Item 

Base 

Budget 

Fiscal  1996 

FTE 

5.01 

5.01 

5.01 

5.01 

5.01 

Personal  Services 
Operating  Expenses 
Equipment 

291,510 

511,705 

13,599 

318,843 

680,266 

13,868 

318,843 

680,266 

13.868 

319,799 

698.093 

11,100 

319,799 

698,836 

11,100 

743 

743 

Total  Costs 

$816,814 

$1,012,977 

$1,012,977 

$1,028,992 

$1,029,735 

$743 

$743 

State/Other  Special 

816.814 

1,012,977 

1,012.977 

1.028,992 

1.029,735 

743 

743 

Total  Funds 

$816,814 

$1,012,977 

$1,012,977 

$1,028,992 

$1,029,735 

$743 

$743 

Executive  Budget  Comparison 

The  legislature  approved  this  agency  budget  as  presented  and  added  funds  to  implement  HB  188. 

Present  Law 

4)  Contingency  -  The  legislature  approved  a  $100,000  contingency  each  year  of  the  biennium  for  costs  associated  with 
unanticipated  workload,  consistent  with  appropriations  in  prior  biennia. 

5)  Anticipated  Workload  -  The  legislature  added  $67,235  in  fiscal  1998  and  $85,174  in  fiscal  1999  for  operating  related 
expenses. 
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6)  Replacement  Equipment  -  The  legislature 
approved  a  net  increase  in  replacement 
equipment  of  $269  in  fiscal  1998  and  a  net 
reduction  of  $2,499  in  fiscal  1999.  For  the 
biennium,  $24,968  was  approved  for  the 
purchase  of  office  furniture,  a  printer,  a 
computer  and  telephone  equipment. 


im  01 

Consumer  Counsel 

Administration  Program 

Present  Law  Description 

Present  Law  Adjustments 

Adjustments         Adjustments 
Fiscal  1998          Fiscal  1999 

Statewide  Present  Law  Adjustments 

27.333 
(226) 
1,552 

$28,659 

100,000 

67,235 

269 

$167,504 

$0 

$196,163 

28,289 

(305) 

1,519 

$29,503 

100,000 
85.174 
(2,499) 

$182,675 

$0 

$212,178 

01  Personal  Services 

02  Inflation  /  Deflation 

03  Fixed  Costs 

Total  Statewide  Adjustments 
Significant  Present  Law  Adjustments 

04  91001    Contingency 

05  91002    Increase  Operating 

06  91003    Replacement  Equipment 

Total  Significant  PL  Adjustments 
Other  Base  Adjustments 

Grand  Total  Present  Law  Adjustments 

1112   01 

Consimier  Counsel 

^gislative  Budget  New  Proposals 

Fiscal  1998 

Administration  Program 

Fiscal  1999 

New  Proposal  Description 

FTE 

General               Other 
Fund                 Funds 

Total 
Funds 

General 
FTE             Fund 

Other 
Funds 

lota! 
Funds 

01       Hb  188  -  Debt  Service 
Total  For  New  Proposals 

• 

743 
$743 

743 
$743 

New  Proposals 

1)  HB  188  -  Debt  service/operating  expenses  for  information  technology  bonding  -  The  legislature  authorized  the  sale  of 
$43.0  million  in  bonds  and  appropriated  the  proceeds  to  six  agencies  for  various  information  technology  projects  (see  section 
F  for  a  complete  analysis  of  this  legislation).  All  agencies  were  provided  appropriations  in  fiscal  1999  to  pay  additional  debt 
service  costs  through  the  statewide  and  state  fund  cost  allocation  plans,  and  increased  warrant  writing  and  payroll  service 
fees.  This  adjustment  adds  $743  in  state  special  revenue  over  the  biennium  for  this  purpose. 
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Agency  Proposed  Budget 

Base 

Budget 

Fiscal  1996 

PL  Base 

Adjustment 
Fiscal  1998 

New 

Proposals 

Fiscal  1998 

Total 
Leg.  Budget 
Fiscal  1998 

Judiciary 

PL  Base               New 
Adjustment          Proposals 
Fiscal  1999        Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  98-99 

Budget  Item 

FTE 

98.25 

0.75 

99.00 

1.00 

99.25 

99.00 

Personal  Sei-vices 
Operating  Expenses 
Equipment 
Grants 

5,483,007 

1.141,370 

404.721 

214.134 

374,126 
382.971 
(8.589) 
450.432 

206.560 

36.294 

9,362 

6,063,693 

1,560,635 

405,494 

664,566 

386,067 
361,388 
(59,139) 
450,525 

212,906 

37.529 

3.862 

6.081,980 

1 ,540,287 

349,444 

664,659 

12,145,673 

3.100,922 

754.938 

1,329.225 

Total  Costs 

$7,243,232 

$1,198,940 

$252,216 

$8,694,388 

$1,138,841 

$254,297 

$8,636,370 

$17,330,758 

General  Fund 
State/Other  Special 
Federal  Special 

6.053,315 

1.103.958 

85,959 

722,012 

454,162 

22.766 

197,414 
54,802 

6,972.741 

1.612.922 

108.725 

657,599 

458,476 

22,766 

202.603 
51.694 

6,913,517 

1,614,128 

108,725 

13,886.258 

3.227,050 

217.450 

Total  Funds 

$7,243,232 

$1,198,940 

$252,216 

$8,694,388 

$1,138,841 

$254,297 

$8,636,370 

$17,330,758 

Agency  Description 

The  judicial  branch  of  state  government  is  provided  for  in  Article  III,  Section  I,  and  Article  VII  of  the  1972  Montana 
Constitution.  The  jurisdiction  of  the  Supreme  Court  consists  of  all  appellate  and  original  jurisdiction  in  petitions  for  writs 
of  habeas  corpus  and  other  such  writs,  general  supervisory  control  over  all  courts,  and  rule  making  powers  for  Montana 
courts.  The  court  also  supervises  the  reimbursement  to  district  courts  of  certain  costs  of  criminal  cases  and  administers  the 
local  citizen  review  board  pilot  program  for  foster  care  placements. 

Summary  of  Legislative  Action 

The  legislature  approved  annual  fiscal  1998  and  1999  budgets  of  approximately  $8.7  million,  an  increase  over  the  fiscal  1996 
base  budget  of  $1.5  million  each  year.  General  fund  increases  over  the  fiscal  1996  base  by  $0.9  million  each  year. 
Significant  present  law  increases  include:  1)  $761,000  for  personal  services  adjustments  to  continue  the  1997  pay  plan;  2) 
approximately  $838,000  in  state  special  revenue  to  continue  the  program  to  automate  state  district  and  municipal  courts;  3) 
$350,000  for  district  court  operations;  4)  $40,000  over  the  biennium  for  inflation  in  the  purchase  price  of  law  books  and 
reference  materials;  and  5)  contributions  of  court  assessment  study  of  about  $240,000.  The  most  significant  new  proposal 
is  an  addition  of  about  $  1 75,000  per  year  to  fund  the  judges'  retirement  account  per  HB  1 70. 

Other  Legislation 

House  Bill  169  -  HB  169  is  an  act  revising  and  clarifying  the  laws  governing  appropriations  and  the  administration  of  state 
government  finances.  HB  169  requires  that  the  state's  contribution  to  the  Judges'  Pension  Trust  Fund  for  the  Chief  Water 
Court  Judge  be  appropriated.  In  the  past  this  contribution  had  been  administratively  accounted  for  as  a  fund  transfer.  HB 
2  now  includes  this  amount  as  an  appropriation. 

House  Bill  170  -  This  legislation  established  a  1 .5  percent  guaranteed  annual  benefit  adjustment  for  the  judges'  retirement 
system.  The  legislation  also  resulted  in  changes  to  the  contribution  rate  for  supreme  court  and  district  judges  into  the  judges' 
retirement  system.  The  state  general  fund  contribution  for  the  supreme  court  judges  and  district  judges  increases  from  6.0 
percent  to  25.8  percent.  District  court  and  supreme  court  fee  revenue  which  had  been  deposited  to  the  judges'  retirement 
account  will  instead,  as  a  result  of  this  legislation,  be  deposited  to  the  general  fund.  Estimated  revenue  to  the  general  fund 
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is  projected  at  $575,000  each  year  of  the  1999  biennium.  Additional  costs  are  approximately  $1.28  million,  of  which 
$175,000  per  year  was  added  in  HB  2.  HB  578  transferred  $500,000  to  the  Judges'  retirement  account  (see  HB  578 
description).  The  state's  contribution  for  the  chief  water  court  judge  from  the  renewable  resource  grant  and  loan  program  will 
decrease  from  34.71  percent  to  25.81  percent. 

House  Bill  222  -  This  legislation  adopts  standards  for  state  post-conviction  proceedings  that  will  allow  Montana  to  "opt  in" 


to  the  federal  habeas  corpus  reforms  passed  by  the  1996  Congress, 
proceedings  in  death  penalty  cases. 


The  changes  condense  time  frames  for  various 


House  Bill  578  -  This  act  eliminates  the  Montana  Board  of  Science  and  Technology  and  transfers  the  portfolios  to  the 
Department  of  Commerce.  Interest  and  earnings  from  the  portfolio  in  the  amount  of  $500,000  are  transferred  to  the  Judges' 
Retirement  Account  in  the  1999  biennium. 


HU  00 

Judic 

lary 

Agency  Biennium  Budget 

Comparison 

Executive 

Legislative 

Leg.  -  Exec. 

Executive 

Legislative 

Leg.  -  Exec. 

Biennium 

Base 

Budget 

Budget 

Budget 

Difference 

Budget 

Budget 

Difference 

Difference 

Budget  Item 

Fiscal  1996 

Fiscal  1998 

Fiscal  1998 

Fiscal  1998 

Fiscal  1999 

Fiscal  1999 

Fiscal  1999 

Fiscal  98-99 

HIE 

98.25 

102.75 

99.00 

(3.75) 

104.25 

99.25 

(5.00) 

(3.75 

Personal  Services 

5,483.007 

5,991,631 

6,063,693 

72,062 

6,049.527 

6,081,980 

32.453 

104,515 

Operating  Expenses 

1,141,370 

1,715,431 

1,560.635 

(154,796) 

1.692,691 

1,540,287 

(152,404) 

(307,200 

Equipment 

404,721 

407,656 

405,494 

(2,162) 

346,406 

349,444 

3,038 

876 

Grants 

214,134 

664,566 

664,566 

664,659 

664,659 

Total  Costs 

$7,243,232 

$8,779,284 

$8,694,388 

($84,896) 

$8,753,283 

$8,636,370 

($116,913) 

($201,809 

General  Fund 

6,053,315 

7,055,247 

6,972,741 

(82,506) 

7,030,207 

6,913.517 

(116,690) 

(199,196 

State/Other  Special 

1.103,958 

1,565.312 

1,612,922 

47,610 

1,564,351 

1,614.128 

49,777 

97.387 

Federal  Special 

85,959 

158,725 

108,725 

(50,000) 

158,725 

108,725 

(50,000) 

(100,000 

Total  Funds 

$7,243,232 

$8,779,284 

$8,694,388 

($84,896) 

$8,753,283 

$8,636,370 

($116,913) 

($201,809 

Executive  Budget  Comparison 

The  legislature  made  the  following  changes  to  the  executive  proposal  present  law  adjustments:  1)  reduced  a  $50,000  federal 
crime  control  grant  (this  grant  was  appropriated  in  the  budget  of  the  Board  of  Crime  Control  and  consequently  represented 
a  duplication  in  the  budget  of  the  Judiciary);  2)  reduced  $20,000  of  general  fund  each  year  for  imaging  technology  in  the 
budget  of  the  Supreme  Court;  and  3)  reduced  equipment  by  $2,926  each  year  in  the  District  Court  Operations  Program. 

The  legislature  did  not  approve  the  following  executive  new  proposals:  1)  to  expand  the  Local  Citizens  Review  Board,  a 
reduction  of  4.0  FTE  (3.0  FTE  in  fiscal  1998)  and  $353,024  general  fund  over  the  biennium;  and  2)  to  add  a  law  clerk  for 
the  Third  Judicial  District  at  Powell  County,  a  reduction  of  1 .0  FTE  (0.75  FTE  in  fiscal  1998)  and  $67,425  general  fund  over 
the  biennium. 


The  legislature  modified  the  following  executive  proposals:  1)  reduced  by  one-half  the  amount  requested  by  the  executive 
for  the  law  library  to  provide  electronic  library  services,  a  general  fund  reduction  of  $42,300;  2)  changed  the  appropriation 
from  the  general  ftind  to  state  special  revenue  to  fund  the  Montana  Judicial  Institute,  a  general  fund  reduction  of  $60,000  over 
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Judiciary Summary 

the  biennium;  and  3)  reduced  by  one  half  the  request  for  computer  equipment  in  the  Clerk  of  the  Court  program,  a  reduction 
of  $2,262  per  year  of  general  fund. 

The  legislature  also  added  new  proposals  not  in  the  Executive  Budget.  These  include:  1)  $175,000  general  fund  each  year 
as  an  increase  in  the  state's  contribution  to  the  judges'  retirement  account  as  a  result  of  HB  170;  2)  an  increase  of  $18,666 
per  year  from  the  RIT  account  to  implement  HB  169  which  requires  that  the  state's  contribution  for  the  chief  water  judges 
retirement  be  appropriated  in  HB  2;  and  3)  $2,392  in  fiscal  1999  as  the  judiciary  share  of  the  debt  services  costs  associated 
withHB  188. 
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Judiciary 

Program  Proposed  Budget 

Base 

Budget 

Fiscal  1996 

PL  Base 
Adjustment 
Fiscal  1998 

New 

Proposals 

Fiscal  1998 

Total 
Leg.  Budget 
Fiscal  1998 

Supreme  Court  Operations 

PL  Base               New 
Adjustment         Proposals 
Fiscal  1999        Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  98-99 

Budget  Item 

FIE 

37.75 

37.75 

37.75 

37.75 

Personal  Services 
Operating  Expenses 
Equipment 
Grants 

1,682,564 
626,256 
136,269 
214,134 

170,200 
265,002 
(29,150) 
450,432 

175,012 

2,027,776 
891,258 
107,119 
664,566 

171,083 
251,769 

(76,175) 
450,525 

174,981 
2,392 

2,028,628 

880,417 

60,094 

664,659 

4,056,404 

1,771,675 

167,213 

1,329.225 

Total  Costs 

$2,659,223 

$856,484 

$175,012 

$3,690,719 

$797,202 

$177,373 

$3,633,798 

$7,324,517 

Genera!  Fund 
State/Other  Special 
Federal  Special 

1,998,644 

574,620 

85,959 

414,786 

418,932 

22,766 

175,012 

2,588,442 
993,552 
108,725 

355,772 

418,664 

22.766 

174,981 
2.392 

2,529,397 
995,676 
108,725 

5,117,839 

1,989.228 

217.450 

Total  Funds 

$2,659,223 

$856,484 

$175,012 

$3,690,719 

$797,202 

$177,373 

$3,633,798 

$7,324,517 

Program  Description 

The  Supreme  Court  has  appellate  jurisdiction  for  the  State  of  Montana.  It  has  original  jurisdiction  to  issue,  hear,  and 
determine  writs  of  habeas  corpus  and  other  such  writs  as  may  be  provided  by  law.  It  also  has  general  supervisory  control 
over  all  other  courts  in  the  state.  The  Supreme  Court  is  also  charged  with  establishing  rules  governing  appellate  procedure, 
the  practice  and  procedure  for  all  other  courts,  admission  to  the  bar,  and  the  conduct  of  its  members.  The  Supreme  Court 
consists  of  a  chief  justice  and  six  justices.  The  Supreme  Court  Operations  Program  manages  the  day-to-day  operations  of 
the  court  and  administers  the  local  citizen  review  board  pilot  program  for  foster  care  placements,  the  federal  court  assessment 
program  and  the  district  court  criminal  reimbursement  program. 

Funding 

The  Supreme  Court  Operations  program  is  funded  with  general  fund,  state  special  revenue  ftinds,  and  federal  funds.  General 
fiind  (70  percent  of  total)  supports  supreme  court  operations  and  the  foster  care  review  board  program,  and  is  used  as  match 
for  the  portion  of  federal  funds  supporting  a  foster  care  study  ($108,750  per  year).  State  special  revenue  comes  from  a  $5 
user  surcharge  on  court  filings  and  totals  nearly  $1  million  per  year.  The  budget  also  includes  $108,750  each  year  of  federal 
grant  funds  to  conduct  the  federal  court  assessment  study. 

Present  Law 

4)  Equipment  -  The  legislature  approved  equipment  totaling  $1 19,019  in  fiscal  1998  and  $66,794  in  fiscal  1999  for  the 
replacement  of  computers,  office  equipment  and  furniture,  and  upgrades  of  single  user  software.  This  is  a  reduction  of 
$17,250  in  fiscal  1998  and  $69,475  in  fiscal  1999  from  the  fiscal  1996  actual  expenditures. 

5)  Supreme  Court  Operations  -  The  legislature  approved:  1)  $10,000  each  year  of  the  biennium  for  training  clerks  of  court 
in  all  56  counties;  2)  $20,000  each  year  to  implement  record  retention  using  imaging  technology  by  contracting  for  the 
services;  3)  $3,562  for  on-line  use  of  Westlaw  and  Lexis  legal  research;  and  4)  $17,006  for  printing  costs,  office  supplies  and 
materials,  postage,  out-of-state  travel  costs,  increased  dues  to  the  National  Center  for  State  Courts,  justices'  registration  fees 
to  attend  appellate  training  courses,  and  temporary  services.  This  is  a  net  increase  over  fiscal  1996  expenditures  of  $44,384 
per  year. 
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Supreme  Court  Operations 


6)  10%  Equipment  Reduction  -  The  legislature 
imposed  a  reduction  of  10  percent  on  the 
equipment  budget  requests  of  most  state 
agencies. 

7)  Court  Automation  -  The  legislature  approved 
an  increase  of  just  over  $450,000  each  year  to 
fund  placement  of  computers,  printers,  and 
software  in  the  250  courts  statewide.  This 
request  is  supported  with  the  $5.00  user 
surcharge  in  criminal,  civil,  and  probate  cases  in 
all  courts  as  authorized  by  HB  176  from  the  1995 
legislative  session. 

8)  Foster  Care  Local  Review  Board  -  The 
legislature  approved  an  additional  $5,950  each 
year  of  the  biennium  in  an  effort  to  annualize  the 
operational  costs  of  this  new  program. 

9)  Federal  Court  Assessment  Study  -  The 
legislature  approved  the  continuation  of  a  five  year  federal  grant  to  perform  a  foster  care/adoption  study  and  implement  the 
recommendations  arising  out  of  the  study.  The  personal  services  costs  of  $80,639  per  fiscal  year  are  reflected  in  contracted 
services.  The  appropriation  also  includes  $34,129  each  year  to  contract  for  professional  services  to  perform  statistical 
analysis,  develop  a  reviewer  questionnaire,  and  collect  and  analyze  the  results.  The  balance  of  the  increase  is  associated  with 
annualization  of  operating  expenses. 


MID  01 

Judiciary 

Present  Law 

Adjustments 

Supreme  Court  Operations 

Adjustments 

Adjustments 

Present  L.aw  Description 

Fiscal  1998 

Fiscal  1999 

Statewide  Present  Law  Adjustments 

170,200 

171,083 

01                  Personal  Services 

02                  Inflation  /  Deflation 

(2,655) 

(2.936) 

03                  Fixed  Costs 

97,524 

84.537 

Total  Slalewide  Adjustments 

$265,069 

$252,684 

Significant  Present  Law  Adjustments 

(17.250) 

(69,475) 

04      91001    Equipment 

35      91002    Supreme  Court  Operations 

44,384 

44,384 

)6      91501     10%  Equipment  Reduction 

(11,900) 

(6,700) 

37      91811    Court  Automation 

450,432 

450,525 

08      91911    Foster  Care  Local  Review  Board 

5,950 

5,985 

09      91921    Federal  Court  Assessment  Study 

119,799 

119,799 

Total  SignificaiU  PL  Adjustments 

$591,415 

$544,518 

Other  Base  Adjustments 

$0 

$856,484 

$0 
$797,202 

Grand  Total  Present  Law  Adjustments 

lie   01 

Judiciary 

^gislative  Budget  New  Proposals 

Fiscal  1998 

Supreme 

Court  Operations 

Fiscal 

1999 

New  Proposal  Description 

FTE 

(jeneral                Other 
Fund                  Funds 

lotal 
Funds 

FTE 

(jeneral 
Fund 

Other 
Funds 

lotal 
Funds 

Hb  170  -  Judges  Pension 

01  Contribution 

02  Hb  188  -  Debt  Service 
Total  For  New  Proposals 

175,012 
$175,012 

175,012 

$175,012 

174.981 
$174,981 

2.392 
$2,392 

174,981 
2,392 

$177,373 

New  Proposals 

House  Bill  170  -  This  legislation  established  a  1.5  percent  guaranteed  annual  benefit  adjustment  for  the  judges'  retirement 
system.  The  legislation  also  resulted  in  changes  to  the  contribution  rate  for  supreme  court  and  district  judges  into  the  judges' 
retirement  system.  The  state  general  fund  contribution  for  the  supreme  court  judges  and  district  judges  increases  from  6 
percent  to  25.81  percent.  District  court  and  supreme  court  fee  revenue  that  had  been  deposited  to  the  judges'  retirement 
account  will  instead,  as  a  result  of  this  legislation,  be  deposited  to  the  general  fund.  The  total  cost  of  the  legislation  is  $1 .2 
million,  of  which  the  amounts  shown  above  are  appropriated  in  HB  2.  Remaining  funding  is  anticipated  to  come  from  certain 
interest  and  earnings  from  Montana  Science  and  Technology  Alliance  loans  and  via  a  supplemental  appropriation.    This 
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resulted  in  a  $175,012  general  fund  increase  in  fiscal  1998  and  $174,981  in  fiscal  1999.  (See  the  "Other  Legislation"  section 
for  further  discussion.) 

2)  HB  1 88  Debt  Service  -  The  legislature  authorized  the  sale  of  $43.0  million  in  bonds  and  appropriated  the  proceeds  to  six 
agencies  for  various  information  technology  projects  (see  section  F  for  a  complete  analysis  of  this  legislation).  All  agencies 
were  provided  appropriations  in  fiscal  1999  to  pay  additional  debt  service  costs  through  the  statewide  and  state  fund  cost 
allocation  plans,  and  increased  warrant  writing  and  payroll  service  fees.  This  adjustment  adds  $2,392  state  special  revenue 
in  fiscal  1999  for  this  purpose. 

Language 

"The  supreme  court  shall  certify  to  the  legislative  fiscal  division  by  July  1,  1997,  that  all  district  courts  in  Montana  are  in 
compliance  with  45-9-208  and  45-10-108." 

"It  is  the  intent  of  the  legislature  that  the  supreme  court  administrator  coordinate  development  of  the  federal  grant  guidelines 
and  coordinate  applications  for  grants  by  the  Montana  judicial  districts,  pursuant  to  42  U.S.C.  669B." 
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Judiciary 

Boards  and  Commissions 

Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget 

Adjustment 

Proposals 

Leg.  Budget 

Adjustment 

Proposals 

Leg.  Budget 

Leg.  Budget 

Budget  Item 

Fiscal  1996 

Fiscal  1998 

Fiscal  1998 

Fiscal  1998 

Fiscal  1999 

Fiscal  1999 

Fiscal  1999 

Fiscal  98-99 

FTE 

2.00 

2.00 

2.00 

2.00 

Personal  Services 

69,498 

(1,234) 

68,264 

(1,234) 

68.264 

136,528 

Operating  Expenses 

140.978 

59,954 

30,000 

230,932 

59,968 

30.000 

230.946 

461,878 

Equipment 

1,955 

(430) 

1,525 

(1.955) 

1,525 

Total  Costs 

$212,431 

$58,290 

$30,000 

$300,721 

$56,779 

$30,000 

$299,210 

$599,931 

General  Fund 

212,431 

58,290 

270,721 

56.779 

269,210 

539.931 

State/Other  Special 

30,000 

30,000 

30,000 

30,000 

60.000 

Total  Funds 

$212,431 

$58,290 

$30,000 

$300,721 

$56,779 

$30,000 

$299,210 

$599,931 

Program  Description 

The  Boards  and  Commissions  Program  oversees  functions  assigned  to  the  Supreme  Court  either  by  legislative  or 
constitutional  mandate.  The  program  manages  judicial  discipline,  rules,  admissions  to  the  bar,  and  other  substantive  matters 
aimed  at  improving  and  maintaining  the  administration  of  justice.  Commissions  and  boards  included  in  the  program  are:  the 
Judicial  Standards  Commission;  Sentence  Review  Division;  Commission  on  Practice;  Board  of  Bar  Examiners;  Commission 
on  Courts  of  Limited  Jurisdiction;  and  the  Judicial  Nominations  Commission. 

Funding 

The  Boards  and  Commissions  Program  is  funded  with  general  fund.  However,  a  portion  of  the  costs  are  recovered  through 
deposit  of  fee  revenue  from  Courts  of  Limited  Jurisdiction  (CLJ)  training  and  attorney  investigation  repayments. 


Present  Law 

4)  Boards  and  Commissions  -  The  legislature 
approved:  1 )  $3,000  each  year  of  the  biennium 
for  the  Commission  on  Courts  of  Limited 
Jurisdiction;  2)  $2,000  annually  for  the 
Commission  on  Unauthorized  Practice  and  the 
Commission  Concerning  Rules  of  Admission  to 
the  Practice  of  Law  in  Montana;  3)  $500  each 
year  for  meeting  rooms;  and  4)  $1,525  to 
purchase  a  five-  drawer  locking  file  cabinet  and 
a  secretarial  chair  in  fiscal  1998.  This  is  an 
increase  over  the  fiscal  1996  actual  expenditures 
of  $9,651  in  fiscal  1998  and  $8,126  in  fiscal 
1999. 

5)  Commission  on  Practice  -  The  legislature 
approved:  1)  $20,000  each  year  to  cover 
increased  investigation  costs  associated  with  an 
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Judiciary 

Present  Law 

Adjustments       | 

Boards  and  Commissioiis 

Adjustments 

Adj 

ustments 

Present  Law  Description 

Fiscal  1998 

Fiscal  1999      | 

Statewide  Present  Law  Adjustments 

(1.234) 

(1.234) 

01                  Personal  Services 

32                  Inflation  /  Deflation 

778 

1.066 

03                  Fixed  Costs 

(200) 

(200) 

Total  Staiewidt  Adjustments 

($656) 

($368) 

Significant  Present  Law  Adjustments 

9.651 

8.126 

04      91001    Boards  And  Commissions 

05      91002    Commission  On  Practice 

22.769 

22.769 

06      91003    Board  Of  Bar  Examiners 

4.239 

4.239 

D7      91004    Courts  Of  Limited  Jurisdiction 

7.845 

7.571 

08      91005    Judicial  Standards  Commission 

14,442 

14.442 

Total  Significant  PL  Adjustments 

$58,946 

S57,147 

Other  Base  Adjustments 

$0 

$58,290 

$0 

$56,779 

Gmnd  Total  Present  Law  Adjustments 

Judiciary 
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increase  in  the  number  of  complaints  filed  against  attorneys;  and  2)  $20,000  each  year  to  contract  for  imaging  technology 
to  assist  the  Commission  on  Practice  with  paperwork.  This  is  an  increase  over  the  fiscal  1996  base  expenditures  of  $22,769 
each  year  of  the  biennium. 

6)  Board  of  Bar  Examiners  -  The  legislature  approved  an  additional  $4,239  each  year  of  the  biennium  over  the  fiscal  1996 
actual  operating  costs  of  $27,259.  This  additional  funding  will  support  the  graders  and  question  writers  of  the  bar  exam, 
board  member  compensation,  stenographic  help  for  disabled  persons,  grading  of  the  national  exam,  travel  for  board  members, 
and  meeting  room  rentals. 

7)  Courts  of  Limited  Jurisdiction  -  Training  for  Courts  of  Limited  Jurisdiction  is  budgeted  from  the  general  fund;  however, 
expenses  are  limited  by  the  amount  collected  in  fees.  Projected  collections  for  fiscal  1998  and  fiscal  1999  are  $45,000  per 
year.  The  present  law  adjustments  will  make  the  anniial  budgets  equal  to  the  projected  fee  collections. 

8)  Judicial  Standards  Commission  -  The  legislature  approved  a  $14,442  per  year  increase  to  contract  for  investigative 
services  in  connection  with  the  complaints  filed  against  judges.  Fiscal  1996  actual  expenditures  were  $10,558. 
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Judiciary 

^gislative  Budget  New  Proposals 

Fiscal  1998 

Boards  and  Commissi 

ons 

Fiscal 

1999 

New  Proposal  Description 

FTE 

Ueneral 
Fund 

Other 
Funds 

I'otal 
Funds 

Ueneral 
FTE              Fund 

Other 
Funds 

Total 
Funds 

01       Montana  Judicial  Institute 
Total  For  New  Proposals 

30,000 
$30,000 

30.000 
$30,000 

30,000 
$30,000 

30,000 
$30,000 

New  Proposals 

1)  Montana  Judicial  Institute  -  The  Montana  Judicial  Institute  (MJI)  provides  court  judges  with  an  education  program  to 
increase  courtroom  competency.  The  Montana  Supreme  Court  Commission  on  Courts  of  Limited  Jurisdiction  worked  with 
the  University  of  Montana  School  of  Law  to  establish  the  program,  previously  fiinded  by  the  State  Justice  Institute.  The 
legislature  approved  $30,000  each  year  of  the  1999  biennium  from  the  state  special  revenue  fund  to  continue  the  educational 
program. 
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Judiciary 

Law  Library 

Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget 

Adjustment 

Proposals 

Leg.  Budget 

Adjustment 

Proposals 

Leg.  Budget 

Leg.  Budget 

Budget  Item 

Fiscal  1996 

Fiscal  1998 

Fiscal  1998 

Fiscal  1998 

Fiscal  1999 

Fiscal  1999 

Fiscal  1999 

Fiscal  98-99 

FTE 

6.50 

0.75 

7.25 

1.00 

7.50 

7.25 

Personal  Services 

216.506 

8.308 

12,882 

237.696 

8.308 

19.259 

244.073 

481,769 

Operating  Expenses 

84,018 

13.786 

5.658 

103.462 

12,786 

4.501 

101,305 

204,767 

Equipment 

258,437 

20.352 

1,600 

280.389 

20,352 

1,600 

280,389 

560,778 

Total  Costs 

$558,961 

$42,446 

$20,140 

$621,547 

$41,446 

$25,360 

$625,767 

$1,247,314 

General  Fund 

558.961 

42,446 

20,140 

621.547 

41,446 

25.360 

625,767 

1.247.314 

Total  Funds 

$558,961 

$42,446 

$20,140 

$621,547 

$41,446 

$25,360 

$625,767 

$1,247,314 

Program  Description 

The  State  Law  Library  houses  reference  materials  used  by  the  Supreme  Court,  lower  courts,  the  legislature,  state  officers  and 
employees,  members  of  the  bar,  and  the  general  public.  The  collection  includes  legal  materials  from  the  federal  government 
and  all  50  states,  as  well  as  Canada.  Some  of  the  books  and  materials  contained  in  the  library  include  treatises,  law  reviews, 
reports,  microfilm,  and  audio/video  tapes  for  continuing  legal  education.  Access  to  much  of  the  information  is  also  provided 
from  the  library's  Internet  site.  The  State  Law  Library  is  governed  by  a  Board  of  Trustees  which  consists  of  the  Supreme 
Court  justices.  The  Board  appoints  the  Law  Librarian,  who  oversees  the  day-to-day  operations  of  the  library. 

Funding 

The  Law  Library  is  funded  with  general  fund.  However,  a  portion  of  the  costs  are  recovered  through  fees  deposited  to  the 
general  fund.  Fees  are  charged  for  copies,  faxes,  and  rental  of  audio/video  cassettes. 
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Present  Law 

4)  Maintenance  Contracts  -  In  accordance  with 

terms  of  the  purchase  agreement  for  the  Horizon 

integrated  library  system  in  fiscal  1995,  the  Law  [statewide  Present  Law  Adjustments 

Library  purchased  a  maintenance  and  continuing  g 

customer   support   contract.      The    legislature  02 

approved  $1 5,533  per  year  or  an  annual  increase  03 

of  $13,856  over  fiscal  1996  actual  expenditures 

of$l,677. 


Personal  Services 
Inflation  /  Deflation 
Fixed  Costs 


Total  Sttaewide  Adjustments 
Significant  I^resent  Law  Adjustments 


04  91001    Maintenance  Contracts 

05  91002    Book  Inflation 

Total  Significant  PL  Adjuaments 
Other  Base  Adjustments 


Grand  Total  Present  Law  Adjuamenis 


Present  Law  Adjustments 


Adjustments 
Fiscal  1998 


Adjustments 
Fiscal  1999 


8.308 
(742) 
(500) 

$7,066 


8.308 
(747) 
(500) 

$7,061 


5)  Book  Intlation  -  The  legislature  approved  an 
increase  of  $20,000  per  year  for  inflation 
associated  with  the  purchase  of  law  and  reference 
books. 

Other    Base    Adjustments    -    The    legislature 

approved  small  adjustments  for  annual  increases  in  book  binding  costs,  American  Association  of  Law  Libraries  and  the 

Montana  Library  Association  dues,  and  the  replacement  of  minor  equipment  and  supplies. 


13,856 

13,856 

20,000 

20,000 

$33,856 

$33,856 

$1,524 

$529 

$42,446 

$41,446 
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nio  03 
ludiciary 

^gislative  Budget  New  Proposals 

Fiscal  1998 

Law  Library 

Fiscal 

1999 

New  Proposal  Description 

FTE 

{jeneral 
Fund 

Other 
Funds 

Total 
Funds 

FTE 

Cjeneral 
Fund 

Other 
Funds 

lotal 
Funds 

01  Electronic  Libraiy  Services 

02  New  Office  Equipment 
Total  For  New  Proposals 

0,75 
0.75 

18,540 
1,600 

$20,140 

18.540 
1,600 

$20,140 

1.00 
1.00 

23,760 
1,600 

$25,360 

23,760 

1,600 

$25,360 

New  Proposals 

1)  Electronic  Library  Services  -  The  legislature  funded  a  new  proposal  for  the  development  of  an  electronic  information 
resources  and  services.  The  funding  will  support  personal  services  costs.  The  legislature  directed  the  Law  Library  to  develop 
a  procedure  to  collect  fees  for  electronic  library  services  provided  to  the  public  to  help  support  the  costs  of  these  services. 

2)  New  Office  Equipment  -  The  legislature  approved  $1,600  each  year  of  the  biennium  to  purchase  microform  cabinets  for 
federal  government  documents. 

Language 

"The  Law  Library  should  attempt  to  develop  a  procedure  for  collecting  fees  for  electronic  access  services  offered  by  the 
library." 
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Judiciary 

District  Court 

Operations 

Program  Proposed  Budgel 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget 

Adjustment 

Proposals 

Leg.  Budget 

Adjustment 

Proposals 

Leg.  Budget 

Leg.  Budget 

Budget  Item 

Fiscal  1996 

Fiscal  1998 

Fiscal  1998 

Fiscal  1998 

Fiscal  1999 

Fiscal  1999 

Fiscal  1999 

Fiscal  98-99 

FTE 

37.00 

37.00 

37.00 

37.00 

Personal  Services 

2,915,059 

157,797 

3,072,856 

161,905 

3,076,964 

6.149,820 

Operating  Expenses 

169,008 

17,885 

186,893 

13,250 

182,258 

369,151 

Equipment 

6,884 

(1.361) 

5,523 

(1,361) 

5,523 

1 1 ,046 

Total  Costs 

$3,090,951 

$174,321 

$3,265,272 

$173,794 

$3,264,745 

$6,530,017 

General  Fund 

3,090,951 

174,321 

3,265,272 

173,794 

3,264,745 

6,530,017 

Total  Funds 

$3,090,951 

$174,321 

$3,265,272 

$173,794 

$3,264,745 

$6,530,017 

Program  Description 

The  District  Court  Operations  program  funds  salaries,  travel,  and  training  for  Montana's  elected  district  judges.  Other 
operational  costs  of  the  district  courts  are  paid  by  other  state  agencies  and  local  governments.  District  courts  are  general 
jurisdiction  trial  courts  having  original  jurisdiction  in  all  criminal  felony  cases,  civil  matters,  and  cases  at  law. 

Funding 

District  court  operations  are  funded  with  general  fund. 
Present  Law 
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Judiciary 

Present  Law 

Adjustments 

District  Court  Operations 

Adjustments 

Adjustments 

Present  Law  Description 

Fiscal  1998 

Fiscal  1999 

Statewide  Present  Law  Adjustments 

152.683 

156.791 

01                  Personal  Services 

D2                 Inflation  /  Deflation 

607 

869 

03                  Fixed  Costs 

(5.439) 

(5.439) 

Total  Statewide  Adjustments 

$147,851 

$152,221 

Signiricant  Present  Law  Adjustments 

(1.361) 

(1.361) 

04      79199    Replacement  Equipment 

05      91001    Judge  Recusal 

5.114 

5.114 

36      91002    District  Coun  Vehicles 

10.233 

5.336 

07      91004    Travel 

12.484 

12.484 

Totai  Significant  PL  Adjustments 

$26,470 

$21,573 

Other  Base  Adjustments 

$0 
$174,321 

$0 
$173,794 

Grand  Total  Present  Law  Adjustments 

4)  Replacement  Equipment  -  The  legislature 
approved  the  purchase  of  two  computers  and 
two  printers  each  year  of  the  biennium  for 
district  court  judges.  This  increase  amounts  to 
$4,800  per  year,  a  decrease  of  $  1 ,3  6 1  each  year 
from  actual  expenditures  in  fiscal  1996. 

5)  Judge  Recusal  -  District  court  judges  are 
subject  to  recusal  (being  disqualified  or 
withdrawing  from  position  of  judging)  requiring 
retired  judges  to  be  assigned  to  cases.  Actual 
expenditures  in  fiscal  1996  were  $9,886.  The 
legislature  approved  an  increase  of  $5.1 14  for  a 
total  of  $15,000  each  year  of  the  biennium. 

6)  District  Court  Vehicles  -  The  legislature 
approved    the    continued    leasing    of   seven 

vehicles  forjudges  in  high  mileage  areas.  At  $390  per  month  per  vehicle,  the  authorization  is  for  $32,760  each  year  of  the 
biennium.  Repair  and  maintenance  is  projected  to  be  approximately  $5,000  in  fiscal  1998.  The  legislature  also  approved 
an  increase  for  gasoline  due  to  increased  travel.  The  total  present  law  adjustment  is  $40,920  in  fiscal  1998  and  $36,023  in 
fiscal  1999,  an  increase  of  $10,233  and  $5,336,  respectively,  over  fiscal  1996  actuals. 
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7)  Irayel  -  The  legislature  approved  additional  travel  increases  of  $12,484  per  year  associated  with  increased  workloads 
and  increased  participation  in  the  five-state  judicial  conference.   In  fiscal  1996  the  district  court  travel  expenses  totaled 

$117,827. 
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Judiciary 

Water  Courts  Supervision 

Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget 

Adjustment 

Proposals 

Leg.  Budget 

Adjustment 

Proposals 

Leg.  Budget 

Leg.  Budget 

Budget  Item 

Fiscal  1996 

Fiscal  1998 

Fiscal  1998 

Fiscal  1998 

Fiscal  1999 

Fiscal  1999 

Fiscal  1999 

Fiscal  98-99 

FTE 

11.00 

11.00 

11.00 

11.00 

Personal  Services 

443.449 

25.877 

18,666 

487,992 

31,988 

18.666 

494,103 

982,095 

Operating  Expenses 

85.889 

9.353 

636 

95,878 

7,824 

636 

94,349 

190,227 

Equipment 

5,500 

5,500 

5,500 

Total  Costs 

$529,338 

$35,230 

$24,802 

$589,370 

$39,812 

$19,302 

$588,452 

$1,177,822 

State/Other  Special 

529.338 

35,230 

24,802 

589,370 

39,812 

19.302 

588,452 

1,177,822 

Total  Funds 

$529,338 

$35,230 

$24,802 

$589,370 

$39,812 

$19,302 

$588,452 

$1,177,822 

Program  Description 

The  Water  Courts  Supervision  Program  adjudicates  claims  of  existing  water  rights  in  Montana  and  supervises  the  distribution 
of  water  among  the  four  water  divisions  of  the  state  as  defined  in  section  3-7-102,  MCA. 

Funding 

The  Water  Courts  Supervision  program  is  funded  with  state  special  revenue  funds  from  the  Renewable  Resource  Grant  and 
Loan  account.  The  main  sources  of  revenue  to  the  Renewable  Resource  Grant  and  Loan  account  are  proceeds  from  the 
Resource  Indemnity  and  Ground  Water  Assessment  (RIGWA)  tax  and  interest  earnings  on  the  Resource  Indemnity  Tax  (RIT) 
Trust. 


Present  Law 
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Judiciary 

Present  Law 

Adjustments        | 

Water  Courts  Supervision 

Adjustments 

Adj 

ustments 

Present  Law  Description 

Fiscal  1998 

Fiscal  1999      | 

Statewide  Present  Law  Adjustments 

25.512 

31.623 

01                   Personal  Services 

02                 Inflation  /  Deflation 

(1.122) 

(1,086) 

03                 Fixed  Costs 

(500) 

(500) 

Total  Statewide  Adjustments 

$23,890 

$30,037 

Signiricant  J^esent  Law  Adjustments 

2,219 

2,219 

04      91001    Water  Court  Vehicles 

05      91002    Water  Rights  Adjudication 

5,117 

3,552 

06      91003    Photo  And  Reproduction 

289 

289 

Total  Significant  PL  Adjusments 

$7,625 

$6,060 

Other  Base  Ac^ustments 

$3,715 
$35,230 

$3,715 
$39,812 

Gmnd  Total  Present  Law  Adjustments 

4)  Water  Court  Vehicles  -  The  fiscal  1 996  base 
reflected  an  eight-month  vehicle  lease.  The 
legislature  approved  an  additional  $1,819  to 
annualize  the  cost.  In  addition,  the  legislature 
approved  $1,000  per  year,  or  a  $400  increase 
over  the  base,  for  vehicle  repair.  Two  of  the 
court's  vehicles  will  be  more  than  12  years  old 
in  the  next  biennium. 

5)  Water  Rights  Adjudication  -  The  legislature 
approved  increased  costs  associated  with 
increased  activities  of  the  Water  Court.  This 
includes  additional  funds  for  support  staff 
overtime  due  to  anticipated  hearings  and 
conferences  in  several  communities. 

6)  Photo  and  Reproduction  -  This  is  an  adjusting  entry  to  zero  out  a  negative  expenditure  in  the  base. 

Other  Base  Adjustments  -  Maintenance  contracts  for  computer  equipment,  a  photocopier,  and  a  FAX  machine  currently  total 
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$1,181  per  year.  This  is  an  increase  of  $313  over  the  fiscal  1996  base.  Rent  is  anticipated  to  increase  by  $3,402  each  year 
of  the  biennium. 
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Judiciary 

^gislative  Budget  New  Proposals 

Fiscal  1998 

■ 

IVater  Courts  Supervi. 

iion 

Fiscal  1999 

New  Proposal  Description 

FTE 

(jeneral 
Fund 

Other 
Funds 

Total 
Funds 

Cieneral 
FTE              Fund 

Utner 
Funds 

Total 
Funds 

Hb  169  -  Judges  Pension 

01  Contribution 

02  New  Computer  Equipment 
Total  For  New  Proposals 

18,666 

6,136 

$24,802 

18,666 

6,136 

$24,802 

18,666 
636 

$19,302 

18.666 

636 

$19,302 

New  Proposals 

n  HB  169  -  Judees'  Pension  Contribution  -  HR  169  r 

equires  that  the  Judiciar 

y's  contribution  to 

theii 

idges'  pensio 

n  trust  fund 

for  the  Chief  Water  Court  Judge  be  budgeted.  In  the  past  these  funds  were  transferred  administratively.  Source  of  funding 
is  the  RIT. 

2)  New  Computer  Equipment  -  This  proposal  includes  $5,000  in  fiscal  1998  for  a  computer,  sofbvare,  and  network  fees  to 
provide  the  water  court  with  research  access  and  to  enter  water  rights  information  on  the  centralized  water  rights  data  base 
system  in  Helena. 

Language 

"Because  House  Bill  No.  169  requires  that  the  state's  contribution  to  the  judges'  pension  trust  fund  for  the  Chief  Water  Court 
Judge  be  budgeted.  Item  5  [Water  Courts  Supervision]  has  been  increased  by  $25,102  in  state  special  revenue  each  fiscal  year. 
If  House  Bill  169  is  not  passed  and  approved  in  a  form  that  requires  the  contribution  to  be  budgeted,  then  the  state  special 
revenue  amounts  in  item  5  are  reduced  by  $25,102  in  each  fiscal  year.  If  House  Bill  No.  169  is  passed  and  approved  and 
if  House  Bill  No.  1 70  is  passed  and  approved  in  a  form  decreasing  the  percentage  contribution  to  the  pension  of  the  Chief 
Water  Court  Judge  to  25.81%,  then  the  state  special  revenue  appropriations  in  item  5  are  reduced  by  $6,436  in  each  fiscal 
year." 

Note:  House  Bills  No.  169  and  No.  170  have  both  been  signed  by  the  governor.  Therefore  the  net  increase  for  the  state's 
contribution  to  the  judges'  retirement  program  is  $18,666  ($25,102  less  $6,436). 
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Judiciary 

Program  Proposed  Budget 

Base 

Budget 

Fiscal  1996 

PL  Base 
Adjustment 
Fiscal  1998 

New 

Proposals 

Fiscal  1998 

Total 
Leg.  Budget 
Fiscal  1998 

Clerk  ol 

PL  Base 
Adjustment 
Fiscal  1999 

"Court 

New 

Proposals 

Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  98-99 

Budget  Item 

FTE 

4.00 

4.00 

4.00 

4.00 

Persotial  Services 
Operatmg  Expenses 
Equipment 

155,931 

35.221 

1.176 

13.178 

16.991 

2.000 

2.262 

169,109 

52,212 

5.438 

14,017 
15.791 

2.262 

169,948 

51.012 

3.438 

339.057 

103.224 

8.876 

Total  Costs 

$192,328 

$32,169 

$2,262 

$226,759 

$29,808 

$2,262 

$224,398 

$451,157 

General  Fund 

192.328 

32.169 

2.262 

226.759 

29.808 

2,262 

224.398 

451.157 

Total  Funds 

$192,328 

$32,169 

$2,262 

$226,759 

$29,808 

$2,262 

$224,398 

$451,157 

Program  Description 

The  Clerk  of  Court  Program  performs  support  and  operational  duties  for  the  Supreme  Court,  as  outlined  in  Title  3,  Chapter 
2,  part  4,  MCA.  The  program  keeps  the  court  records  and  files,  issues  writs  and  certificates,  approves  bonds,  files  all  papers 
and  transcripts,  and  performs  other  duties  as  required. 

Funding 

The  clerk  of  court  is  funded  with  general  fund. 


Present  Law 

4)  Mediation  Program  -  Mandatory  appellate 
alternative  dispute  resolution  procedures 
became  effective  on  October  1,  1996.  Because 
of  this  rule  change,  increased  costs  in  the  areas 
of  printing,  supplies  and  materials,  and  postage 
are  anticipated.  The  legislature  approved 
$6,674  each  year  of  the  biennium  over  the  fiscal 
1996  base  of  $16,266. 

5)  Records  Management  -  The  legislature 
approved  an  additional  $5,758  in  fiscal  1998 
and  $6,558  in  fiscal  1999  to  transfer  docket 
sheets  to  microfiche  and  store  the  increasing 
caseload  from  1982  forward.  Fiscal  1996  actual 
expenditures  amounted  to  $4,942. 
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Clerk  of  Court 

Present  Law  Description 
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01 
02 
03 


Present  Law  Adjustments 


Adjustments 
Fiscal  1998 


Adjustments 
Fiscal  1999 


Personal  Services 
Inflation  /  Deflation 
Fixed  Costs 


Total  SlaleHtde  Adjustments 
Significant  Present  Law  A<^justments 


13.178 
(111) 
(260) 

$12,807 


14.017 
(111) 
(260) 

$13,646 


04  91001  Mediation  Program 

05  91002  Records  Management 

06  91003  Clerk  Of  Court  Operations 

07  91004  Equipment 

Total  Significant  PL  Adjustments 
Other  Base  Adjustments 


Grand  Total  Present  Law  Adjustments 


6,674 

6,674 

5,758 

6,558 

4,930 

2,930 

2,000 

0 

$19,362 

$16,162 

$0 

$0 

$32,169 

$29,808 

6)  Clerk  of  Court  Operations  -  The  legislature 

approved  operational  cost  increases  of  $4,930  in  fiscal  1998  and  $2,930  in  fiscal  1999  over  fiscal  1996  actual  expenditures. 
Operational  expenses  for  the  1999  biennium  include:  1)  $5,400  in  fiscal  1998  and  $3,400  in  fiscal  1999  to  replace  the  1983 
telephone  system,  add  voice  mail,  and  pay  increased  long-distance  charges;  2)  $1,570  per  year  for  in-state  travel  in 
anticipation  of  the  court  holding  oral  arguments  in  cities  other  than  Helena;  3)  $770  for  annual  dues  to  the  Montana  Clerks 
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of  District  Courts  Association  and  the  National  Conference  of  Appellate  Court  Clerks;  4)  $700  each  year  for  staff  training 
on  new  computer  software;  and  5)  other  miscellaneous  additions. 

7)   Equipment  -  The  legislature  approved  $2,000  in  fiscal  1998  for  replacement  of  the  time-date  machine  and  the  FAX 
machine. 


MIO  06 

Fudiciary 

^gislative  Budget  New  Proposals 

Fiscal  1998 

Qerk  of  Court 

Fiscal  1999 

New  Proposal  Description 

FTE 

General 
Fund 

Other 
Funds 

Total 
Funds 

FTE 

(jeneral 
Fund 

Other 
Funds 

Total 
Funds 

01       Equipment 

Total  For  New  Proposals 

2,262 
$2,262 

2,262 
$2,262 

2,262 
$2,262 

2,262 
$2,262 

New  Proposals 

1)  Equipment  -  The  legislature  approved  funds  to  purchase  shelving  to  accommodate  the  increased  caseload. 


Judiciary 


A-32 


Clerk  of  Court 


2  IB    00 

Agency  Proposed  Budget 

Base 

PL  Base 

New 

Montana  Chiropractic  Legal  Panel 
Total                PL  Base                New                  Total 

Total 

Budget  Item 

Budget 
Fiscal  1996 

Adjustment 
Fiscal  1998 

Proposals 
Fiscal  1998 

Leg.  Budget 
Fiscal  1998 

Adjustment 
Fiscal  1999 

Proposals 
Fiscal  1999 

Leg.  Budget 
Fiscal  1999 

Leg.  Budget 
Fiscal  98-99 

FTE 

Operating  Expenses 

13,797 

203 

14,000 

203 

10 

14.010 

28,010 

Total  Costs 

$13,797 

$203 

$14,000 

$203 

$10 

$14,010 

$28,010 

State/Other  Special 

13,797 

203 

14.000 

203 

10 

14.010 

28.010 

Total  Funds 

$13,797 

$203 

$14,000 

$203 

$10 

$14,010 

$28,010 

Agency  Description 

The  Montana  Chiropractic  Legal  Panel  reviews  all  malpractice  claims  or  potential  claims  against  chiropractic  physicians  to: 
a)  prevent,  when  possible,  filed  court  actions  against  chiropractic  physicians  for  professional  liability  in  situations  where  the 
facts  do  not  permit  at  least  a  reasonable  inference  of  malpractice;  and  b)  make  possible  the  fair  and  equitable  disposition  of 
such  claims  against  chiropractic  physicians  that  are  or  reasonably  may  be  well  founded  (Title  27,  Chapter  1 2  MCA).  A  panel, 
consisting  of  three  chiropractic  physicians  licensed  in  Montana  and  three  attorneys  who  are  members  of  the  State  Bar 
Association  of  Montana,  is  appointed  to  review  each  malpractice  claim  or  potential  claim.  The  panel  is  managed  by  a  director 
appointed  by  the  executive  director  of  the  Montana  Chiropractic  Association. 

Funding 

The  Montana  Chiropractic  Legal  Panel  is  funded  through  state  special  revenue  funds  derived  from  annual  assessments  levied 
on  all  chiropractic  physicians.  The  amount  of  the  assessment  is  annually  set  by  the  director  and  equally  assessed  against  all 
chiropractic  physicians. 


2115    00 

Agency  Biennium  Budget 

Comparison 

Executive 

Budget 
Fiscal  1998 

legislative 

Budget 
Fiscal  1998 

Montana  Chiropra 

Leg. -Exec.         Executive 
Difference            Budget 
Fiscal  1998        Fiscal  1999 

ctic  Legal  Panel 

Legislative       Leg.  -  Exec. 
Budget            Difference 
Fiscal  1999        Fiscal  1999 

Biennium 

Difference 

Fiscal  98-99 

Budget  Item 

Base 

Budget 

Fiscal  1996 

FTE 

Operating  Expenses 

13.797 

14.000 

14.000 

14.000 

14.010 

10 

10 

Total  Costs 

$13,797 

$14,000 

$14,000 

$14,000 

$14,010 

$10 

$10 

Slate/Other  Special 

13.797 

14,000 

14,000 

14.000 

14.010 

10 

10 

Total  Funds 

$13,797 

$14,000 

$14,000 

$14,000 

$14,010 

$10 

$10 

Executive  Budget  Comparison 

The  legislature  approved  this  program  budget  as  recommended  by  the  executive,  with  the  exception  of  funds  added  to 
implement  HB  188. 
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Summary 


Present  Law 

Other  Base  Adjustments  -  The  legislature 
approved  miscellaneous  small  adjustments  to 
the  base. 
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Montana  Chiropractic  Legal  Panel 
Legal  Panel  Operations 

Present  Law  Description 

Present  Law 

Adjustments 
Fiscal  1998 

Adjustments 

Adjustments 
Fiscal  1999 

Statewide  Present  Law  Adjustments 

11 
4 

$15 

$0 

$188 
$203 

11 

2 

$13 

$0 
$190 
$203 

Ql                  Inflation  /  Deflation 
02                 Fixed  Costs 

Total  Statewide  Adjustments 

Significant  Present  Law  Adjustments 

Total  Significaiu  PL  Adjustments 
Other  Base  Adjustments 

Grand  Total  Pnsent  Law  Adjustments 

ni5  01 

Montana  Chiropractic  Legal  Panel 

^gislative  Budget  New  Proposals 

Fiscal  1998 

Legal  Panel  Operations 

Fiscal  1999 

New  Proposal  Description                 FTE 

Ueneral               Other 
Fund                  Funds 

lotal 
Funds 

Ueneral 
Fit             Fund 

Other 
Funds 

lotal 
Funds 

01       Hb  188  -  Debt  Service 
Total  For  New  Proposals 

10 

$10 

10 
$10 

New  Proposals 

House  Bill  188  -  Debt  service/operating  expenses  for  information  technology  bonding  -  The  legislature  authorized  the  sale 
of  $43.0  million  in  bonds  and  appropriated  the  proceeds  to  six  agencies  for  various  information  technology  projects  (see 
section  F  for  a  complete  analysis  of  this  legislation).  All  agencies  were  provided  appropriations  in  fiscal  1999  to  pay 
additional  debt  service  costs  through  the  statewide  and  state  fund  cost  allocation  plans,  and  increased  warrant  writing  and 
payroll  service  fees.  This  adjustment  adds  $10  in  state  special  revenue  over  the  biennium  for  this  purpose. 
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it}\  00 

Agency  Proposed  Budgei 

Base 

Budget 

Fiscal  1996 

PL  Base 

Adjustment 
Fiscal  1998 

New 

Proposals 

Fiscal  1998 

Total 
Leg.  Budget 
Fiscal  1998 

Governors  OfTice 

PL  Base                New 
Adjustment          FYoposals 
Fiscal  1999        Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  98-99 

Budget  Item 

FTE 

50.75 

(1.81) 

48.94 

(1.75) 

49.00 

48.94 

Personal  Services 
Operating  Expenses 
Equipment 

1.978,885 

787.162 

83.335 

270.390 
96.984 

(32.333) 

(91.158) 
(9,287) 

2.158,117 

874,859 

51,002 

274.502 
111.192 

(37.333) 

(89,429) 
(12,124) 

2.163.958 

886.230 

46.002 

4,322,075 

1,761,089 

97.004 

Total  Costs 

$2,849,382 

$335,041 

($100,445) 

$3,083,978 

$348,361 

($101,553) 

$3,096,190 

$6,180,168 

General  Fund 
State/Other  Special 
Federal  Special 

2,540,997 
171,495 
136,890 

250,945 
41.226 
42,870 

64,315 
(164,760) 

2,791.942 

277.036 

15,000 

260.091 
42,153 
46.117 

66.454 
(168.007) 

2.801,088 

280,102 

15,000 

5.593.030 

557.138 

30.000 

Total  Funds 

$2,849,382 

$335,041 

($100,445) 

$3,083,978 

$348,361 

($101,553) 

$3,096,190 

$6,180,168 

Agency  Description 

The  Office  of  the  Governor  exists  under  authority  contained  in  Article  VI  of  the  Montana  Constitution.  The  Governor  has 
constitutional  and  statutory  authority  to  administer  the  affairs  of  the  State  of  Montana,  appoint  ail  military  and  civil  officers 
of  the  state  whose  appointments  are  provided  for  by  statute  or  the  Constitution,  approve  or  veto  legislation,  report  to  the 
legislature  on  the  condition  of  the  state,  submit  a  biennial  executive  budget,  grant  reprieves  and  pardons,  serve  on  various 
boards  and  commissions  as  provided  by  the  constitution  and  statutes,  and  represent  the  state  in  relations  with  other 
governments  and  the  public. 

Summary  of  Legislative  Action 

The  legislature  approved  present  law  adjustments  totaling  $683,402,  primarily  for  personal  services  adjustments.  The 
legislature  removed  $40,000  general  fund  from  the  Executive  Office  Program  and  increased  the  Information  Services 
Division  of  the  Department  of  Administration  by  the  same  amount  to  allow  the  division  to  pay  its  share  of  the  cost  of  the 
Public  Safety  Radio  Project.  The  legislature  did  not  accept  a  1.0  FTE  analyst  position  new  proposal  in  the  Office  of  Budget 
and  Program  Planning  and  changed  the  funding  source  for  a  0.50  FTE  paralegal  position  new  proposal  from  general  fund  to 
state  special  revenue. 
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)B1  00 

Governors  Office 

Agency  Biennium  Budget  Comparison 

Executive 

Budget 
Fiscal  1998 

Legislative 

Budget 
Fiscal  1998 

Leg.  -  Exec. 
Difference 
Fiscal  1998 

Executive 

Budget 
Fiscal  1999 

Legislative 

Budget 
Fiscal  1999 

Leg.  -  Exec. 
Difference 
Fiscal  1999 

Biennium 

Difference 

Fiscal  98-99 

Budget  Item 

Base 

Budget 

Fiscal  1996 

FTE 

50.75 

49.69 

48.94 

(0.75) 

50.00 

49.00 

(1.00) 

(0.75 

Personal  Services 
Operating  Expenses 
Equipment 

1,978.885 

787,162 

83,335 

2,184,637 

952,761 

74,357 

2,158,117 

874,859 

51,002 

(26.520) 
(77.902) 
(23.355) 

2,199,469 

913,720 

70.357 

2,163,958 

886,230 

46,002 

(35.511) 
(27.490) 
(24,355) 

(62,031 

(105,392 

(47,710 

Total  Costs 

$2,849,382 

$3,211,755 

$3,083,978 

($127,777) 

$3,183,546 

$3,096,190 

($87,356) 

($215,133   1 

General  Fund 
State/Other  Special 
Federal  Special 

2,540,997 
171,495 
136,890 

2,938,714 

260,966 

12.075 

2,791,942 

277,036 

15,000 

(146,772) 
16,070 
2.925 

2,902.850 

268,618 

12,078 

2,801,088 

280.102 

15.000 

(101,762) 

1 1 ,484 

2,922 

(248.534 

27.554 

5.847 

Total  Funds 

$2,849,382 

$3,211,755 

$3,083,978 

($127,777) 

$3,183,546 

$3,096,190 

($87,356) 

($215,133 

Executive  Budget  Comparison 

The  legislature  approved  a  budget  that  is  $215,133  below  the  executive  request.  The  legislature  adjusted  the  executive 
request  for  equipment  in  each  program  to  allow  replacement  of  computers  every  four  years,  rather  than  every  three  years, 
as  the  executive  had  proposed.  The  change  in  computer  replacement  cycles  lowered  the  general  fund  portion  of  the  budget 
request  by  $26,000  in  fiscal  1998  and  $22,000  in  fiscal  1999  and  lowered  the  state  special  revenue  portion  of  the  budget 
request  by  $5,000  in  fiscal  1999. 

The  legislature  removed  $40,000  general  fund  from  the  Executive  Office  Program  budget  to  free  up  funds  to  pay  some  of 
the  cost  of  the  Public  Safety  Radio  project  contained  in  the  budget  of  the  Information  Services  Division  of  the  Department 
of  Administration.  (See  the  Department  of  Administration  -  Information  Services  Division  portion  of  the  Fiscal  Report  for 
a  discussion  of  the  Public  Safety  Radio  Project.)  The  legislature  did  not  approve  a  1.0  FTE  Budget  Analyst  position  the 
executive  had  requested,  a  savings  of  $62,969  over  the  biennium.  The  executive  had  requested  that  a  paralegal  position  in 
the  Mental  Health  Board  of  Visitors  program  be  funded  with  general  fund  rather  than  federal  fiinds.  The  legislature  fimded 
the  position  with  state  special  revenue  rather  than  general  fund,  reducing  general  fiind  by  $32,139  and  increasing  state  special 
revenue  by  the  same  amount. 

Among  the  changes  the  legislature  made  to  the  Executive  Budget  were  two  small  budget  adjustments.  The  first  was  a 
correction  of  a  miscalculation  of  longevity  payments  that  had  been  made  in  the  initial  determination  of  present  law  personal 
services  in  the  Office  of  Budget  and  Program  Planning.  The  correction  added  $468  general  fund  in  fiscal  1998  and  $470 
general  fimd  in  fiscal  1999.  The  second  was  an  addition  of  $415  state  special  revenue  to  cover  allocated  debt  service  costs 
due  to  HB  188,  the  information  technology  bonding  bill. 
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Governors  Office 

Executive  Office  Program 

Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget 

Adjustment 

Proposals 

Leg.  Budget 

Adjustment 

Proposals 

Leg.  Budget 

Leg.  Budget 

Budget  Item 

Fiscal  1996 

Fiscal  1998 

Fiscal  1998 

Fiscal  1998 

Fiscal  1999 

Fiscal  1999 

Fiscal  1999 

Fiscal  98-99 

FTE 

19.25 

0.19 

19.44 

0.25 

19.50 

19.44 

Personal  Services 

777.674 

134,379 

5.468 

917,521 

135,034 

7.193 

919.901 

1,837.422 

Operating  Expenses 

301,602 

61,276 

42,777 

405,655 

55,545 

43.192 

400,339 

805.994 

Equipment 

41,984 

(10,951) 

31,033 

(31,951) 

10.033 

41.066 

Total  Costs 

$1,121,260 

$184,704 

$48,245 

$1,354,209 

$158,628 

$50,385 

$1,330,273 

$2,684,482 

General  Fund 

989,765 

119,478 

1.109.243 

93.475 

1,083.240 

2.192.483 

State/Other  Special 

131,495 

65,226 

48,245 

244.966 

65.153 

50.385 

247.033 

491.999 

Total  Funds 

$1,121,260 

$184,704 

$48,245 

$1,354,209 

$158,628 

$50,385 

$1,330,273 

$2,684,482 

Program  Description 

The  Executive  Office  Program  provides  support  to  the  Governor  by  overseeing  and  coordinating  the  activities  of  the  executive 
branch  of  Montana  state  government.  The  program  provides  administrative,  legal,  press,  and  centralized  services  support 
for  the  Office  of  the  Governor,  as  well  as  executive  administration  of  programs  with  special  impact  on  the  citizens  of 
Montana.  Special  programs  include  preserving  clean  water  in  the  Flathead  Basin  and  oversight  of  the  Montana  Consensus 
Council. 

Funding 

The  program  is  funded  by  general  fund  and  state  special  revenue. 

State  special  revenue  funds  include  the  following:  1)  $15,000  per  fiscal  year  of  indirect  cost  reimbursement  from  federal 
sources  used  to  offset  some  of  the  personal  services  costs  of  Central  Services,  2)  $54,250  each  fiscal  year  for  Flathead  Basin 
Commission  operations  from  private  and  local  government  sources;  3)  $41,756  in  fiscal  1998  and  $46,754  in  fiscal  1999  from 
RIT  renewable  resources  grants  and  loans  for  Flathead  Basin  Commission  administrative  support;  4)  $133,960  in  fiscal  1998 
and  $130,614  in  fiscal  1999  from  fees  generated  for  services  or  from  private  sources  for  the  Montana  Consensus  Council; 
and  5)  $415  in  fiscal  1999  for  allocated  debt  service  costs  associated  with  HB  1 88  (the  information  technolog>'  bonding  bill). 

Present  Law 

4)  Equipment  -  The  legislature  provided  sufficient  funding  for  the  program  to  replace  computers  every  four  years  resulting 
in  present  law  net  reductions  of  $  1 0,95 1  in  fiscal  1 998  and  $3 1 ,95 1  from  the  fiscal  1 996  base  amount  of  $4 1 ,984. 

5)  Flathead  Basin  Commission  Contracts  -  The  legislature  increased  the  commission's  state  special  revenue  spending 
authority  by  $35,584  in  fiscal  1998  and  by  $40,584  to  allow  expenditure  of  funds  that  are  typically  received  to  support  the 
mission  of  the  commission.  The  funds  come  from  a  variety  of  sources  including  Montana  Power  Company,  EPA,  Bonneville 
Power  Administration,  Flathead  County,  and  others. 

6)  Consensus  Council  Contracts  -  The  legislature  increased  the  council's  state  special  revenue  spending  authority  by  $1 5,948 
in  each  fiscal  year  to  allow  expenditure  of  funds  that  may  be  received  to  support  the  mission  of  the  council. 
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Executive  Office  Program 

Other  Base   Adjustments   -   The   legislature 
provided  funding  for  other  base  adjustments 
that   are   primarily  the   result  of     $10,000 
budgeted  in  fiscal  1999  for  contracted  legal 

JlOl  01 

Governors  Office 
Executive  Office  Program 

Present  Law  Description 

Present  Law 

Adjustments 
Fiscal  1998 

Adjustments 

Adjustments 
Fiscal  1999 

review  of  legislation  and  rules  during  the 
session  year  and  $3,000  and  $4,000  in  fiscal 
1998  and  1999,  respectively,  for  increased  costs 
of  photo  development.    The  legislature  also 
removed  $20,000  per  fiscal  year  from  the 
budget  to  free  up  funds  for  the  Public  Safety 
Radio  Project,  contained  in  the  budget  of  the 
Information  Services  Division.  The  net  result 
of  the  base  adjustments  was  a  reduction  of 
$17,892  in  fiscal  1998  and  $5,292  in  fiscal 
1999. 

Statewide  Present  Law  Adjustments 

134,379 
(1.848) 
29,484 

$162,015 

(10,951) 
35,584 
15,948 

$40,581 

($17,892) 

$184,704 

135,034 
(2,397) 
6,702 

$139,339 

(31,951) 
40,584 
15,948 

$24,581 

($5,292) 

$158,628 

01  Personal  Services 

02  Inflation  /  Deflation 

03  Fixed  Costs 

Total  Statewide  Adjuaments 
Significant  Present  Law  Adjustments 

04  91002    Equipment 

05  91003    Flathead  Basin  Commission  Contracts 

06  91004    Consensus  Council  Contracts 

Total  Significant  PL  Adjustments 
Other  Base  Adjustments 

Grand  Total  Present  Law  Adjustments 

IBl  01 

Governors  Office 

^gislative  Budget  New  Proposals 

Fiscal  1998 

I 

ixeciitive  O 

ffice  Program 

Fiscal  1999 

New  Proposal  Description 

FTE 

Ueneral               Other 
Fund                 Funds 

lotal 
Funds 

FTE 

Ueneral 
Fund 

aher 
Funds 

Total 
Funds 

01  Consensus  Council  Ssr 

02  Hb  188  Allocated  Costs 
Total  For  New  Proposals 

0.19 
0.19 

48,245 
$48,245 

48,245         0.25 
$48,245          0.25 

49.970 

41S 

$50,385 

49,970 

415 

$50,385 

New  Proposals 

1)  Consensus  Council  SSR  -  The  legislature  established  state  special  revenue  spending  authority  to  expend  fees  collected 
from  agencies  and  local  governments  using  the  services  of  the  Consensus  Council,  totaling  $48,245  in  fiscal  1998  and 
$49,970  in  fiscal  1999.  The  legislature  also  expanded  an  existing  0.75  FTE  project  support  staff  position  by  0.25  FTE  to 
create  a  permanent,  full-time  position  by  the  end  of  the  biennium. 

2)  House  Bill  188  Debt  Service  Costs  -  The  legislature  authorized  the  sale  of  $43.0  million  in  bonds  and  appropriated  the 
proceeds  to  six  agencies  for  various  information  technology  projects  (see  section  F  for  a  complete  analysis  of  this  legislation). 
All  agencies  were  provided  appropriations  in  fiscal  1999  to  pay  additional  debt  service  costs  through  the  statewide  and  state 
fund  cost  allocation  plans,  and  increased  warrant  writing  and  payroll  service  fees.  This  adjustment  adds  $415  state  special 
revenue  over  the  biennium  for  this  purpose. 
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Language 

"The  Montana  Consensus  Council  is  appropriated  any  additional  state  special  revenue  money,  up  to  $66,000  in  fiscal  year 
1998  and  $66,000  in  fiscal  year  1999,  over  the  amount  of  the  state  special  revenue  appropriation  for  the  Montana  Consensus 
Council  contained  in  item  1 .  Any  state  special  revenue  funds  received  in  excess  of  the  appropriation  contained  in  item  1  must 
cause  a  reversion  of  a  like  amount  of  general  fund  money." 
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Governors  Office 

Program  Proposed  Budget 

Base 

PL  Base 

New 

Mansion  Maintenance  Program 

Total                PL  Base                New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  1996 

Adjustment 
Fiscal  1998 

Proposals 
Fiscal  1998 

Leg.  Budget 
Fiscal  1998 

Adjustment 
Fiscal  1999 

Proposals 
Fiscal  1999 

Leg.  Budget 
Fiscal  1999 

Leg.  Budget 
Fiscal  98-99 

blH 

1.50 

1.50 

1.50 

1.50 

Personal  Services 
Operating  Expenses 
Equipment 

36,560 
41,287 
11,138 

(109) 
432 
(11,138) 

36,451 
41,719 

(369) 
621 
(11,138) 

36,191 
41,908 

72,642 
83,627 

Total  Costs 

$88,985 

($10,815) 

$78,170 

($10,886) 

$78,099 

$156,269 

General  Fund 

88,985 

(10,815) 

78,170 

(10,886) 

78,099 

156,269 

Total  Funds 

$88,985 

($10,815) 

$78,170 

($10,886) 

$78,099 

$156,269 

Program  Description 

The  Mansion  Maintenance  Program  is  responsible  for  maintenance  of  the  Governor's  official  residence. 

Funding 

The  Mansion  Maintenance  Program  is  funded  entirely  by  general  fund. 

Present  Law 

4)  Equipment  -  The  legislature  appropriated  no  funds  for  equipment,  resuUing  in  present  law  decreases  of  $11, 138  each 
fiscal  year  from  the  base  year  amount. 
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Governors  Office 

Mansion  Maintenance  Program 

Present  L^w 

Adjustments 

Present  Law  Description 

Adjustments 
Fiscal  1998 

Adjustments 
Fiscal  1999 

Statewide  Present  Law  Adjustments 

(109) 
518 
(86) 

(369) 
703 
(82) 

01  Personal  Services 

02  Inflation  /  Deflation 

03  Fixed  Costs 

Total  Statewide  Adjustments 

$323 

$252 

Significant  Present  Law  Adjustments 

(11.138) 

(11,138) 

04      91001    Equipment 

Total  Significant  PL  Adjustments 

($11,138) 

($11,138) 

Other  Base  Adjustments 

$0 
($10,815) 

$0 
($10,886) 

Gmnd  Total  Present  Law  Adjustments 
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Governors  Office 

Air  TransportatioD  Program 

Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget 

Adjustment 

Proposals 

Leg.  Budget 

Adjustment 

Proposals 

Leg.  Budget 

Leg.  Budget 

Budget  Item 

Fiscal  1996 

Fiscal  1998 

Fiscal  1998 

Fiscal  1998 

Fiscal  1999 

Fiscal  1999 

Fiscal  1999 

Fiscal  98-99 

FTE 

1.00 

1.00 

1.00 

1.00 

Personal  Services 

37.648 

(2,943) 

34.705 

(2,953) 

34,695 

69,400 

Operating  Expenses 

104.190 

1,593 

105,783 

6,401 

110.591 

216,374 

Equipment 

2.645 

(645) 

2.000 

(2,645) 

2,000 

Total  Costs 

$144,483 

($1,995) 

$142,488 

$803 

$145,286 

$287,774 

General  Fund 

129.483 

(2.995) 

126,488 

(1,197) 

128.286 

254.774 

State/Other  Special 

15,000 

1.000 

16,000 

2,000 

17.000 

33.000 

Total  Funds 

$144,483 

($1,995) 

$142,488 

$803 

$145,286 

$287,774 

Program  Description 

The  Air  Transportation  Program  is  responsible  for  providing  the  Governor  with  safe  and  reliable  air  transportation. 

Funding 

The  Air  Transportation  Program  is  funded  by  general  fund,  except  for  $16,000  state  special  revenue  in  fiscal  1998  and 
$17,000  state  special  revenue  in  fiscal  1999  that  will  come  from  renting  the  Governor's  aircraft  to  other  state  agencies. 

Present  Law 

4)  Equipment  -  The  legislature  provided  $2,000  for  the  purchase  of  a  computer  in  fiscal  1998. 
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Governors  Office 

\lr  Transportation  Program 

Present  Law  Description 

Present  Law  Adjustments 

Adjustments         Adjustments 
Fiscal  1998          Fiscal  1999 

Statewide  Present  Law  .\djiistnient£ 

a, 943) 

2.279 

140 

($524) 

2.000 
$2,000 
($3,471) 
($1,995) 

(2,953) 
3,889 
143 

$1,079 

0 
SO 

($276) 

$803 

51                  Personal  Services 
D2                  Inflation  /  Deflation 
M                  Fixed  Costs 

Total  Statewide  Adjustments 

Significant  Present  Law  Adjustments 

04      91002    Equipment 

Tolat  Significant  PL  Adjustments 
Other  Base  Adjustments 

Grand  Total  Present  Law  Adjusnnenls 
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Governors  Office 

Program  Proposed  Budget 

Base 

PL  Base 

New 

Office  of  Budget  &  Program  Planning 

Total                PL  Base                New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  1996 

Adjustment 
Fiscal  1998 

Proposals 
Fiscal  1998 

Leg.  Budget 
Fiscal  1998 

Adjustment 
Fiscal  1999 

Proposals 
Fiscal  1999 

Leg.  Budget 
Fiscal  1999 

Leg.  Budget 
Fiscal  98-99 

Kl'H 

17.00 

17.00 

17.00 

17.00 

Personal  Services 
Operating  Expenses 
Equipment 

712,323 

196.082 

17.250 

45.505 
852 
(991) 

757,828 

196,934 

16,259 

48,468 
3,501 
1,009 

760,791 

199,583 

18,259 

1.518,619 

396,517 

34,518 

Total  Costs 

$925,655 

$45,366 

$971,021 

$52,978 

$978,633 

$1,949,654 

General  Fund 
State/Other  Special 

900,655 
25,000 

70,366 
(25,000) 

971,021 

77.978 
(25.000) 

978,633 

1.949.654 

Total  Funds 

$925,655 

$45,366 

$971,021 

$52,978 

$978,633 

$1,949,654 

Program  Description 

The  Office  of  Budget  and  Program  Planning  (OBPP)  assists  the  Governor  in  the  preparation  and  administration  of  the  state 
budget.  In  addition,  OBPP  prepares  revenue  estimates  and  monitors  revenue  collections,  prepares  and  publishes  fiscal  notes 
on  proposed  legislation  and  initiatives,  and  acts  as  approving  authority  for  operational  plan  changes,  program  transfers,  and 
budget  amendments  in  the  executive  branch.  OBPP  acts  as  the  lead  executive  branch  agency  for  compliance  with  the  federal 
Single  Audit  Act. 

Funding 

This  program  is  funded  by  general  fund.  A  portion  of  the  program  is  supported  through  the  Statewide  Cost  Allocation  Plan 
(SWCAP)  and  the  State  Fund  Cost  Allocation  Plan  (SFCAP),  which  assess  other  state  agencies  for  services  that  OBPP 
provides.  Funds  received  fi-om  these  assessments  of  federal  and  non-general  fund  state  funds  are  deposited  into  the  general 
fund. 


Present  Law 

4)  Equipment  -  The  legislature  provided  funding 
of  $16,259  in  fiscal  1998  (a  present  law  decrease 
of  $991)  and  $18,259  in  fiscal  1999  (a  present 
law  increase  of  $1,009).  The  budget  includes 
314,000  for  computers  and  $2,259  for  office 
equipment  in  fiscal  1998  and  $16,000  for 
computers  and  $2,259  for  office  equipment  in 
fiscal  1999. 

5)  1999  Session  Costs  -  The  legislature  provided 
$17,490  for  the  additional  costs  of  printing  and 
computer  processing  that  will  be  incurred  during 
the  1999  legislative  session. 


5101  04 

1 

Governors  Office 

Present  Law 

Adjustments        | 

OfTice  of  Budget  &  Program  Planning 

Present  Law  Description 

Adjustments 
Fiscal  1998 

Adjustments 
Fiscal  1999 

Statewide  Present  Law  Adjustments 

45,037 

47.998 

01                  Personal  Services 

02  Inflation  /  Deflation 

03  Fixed  Costs 

(4,266) 
11.118 

(5.627) 
(2.362) 

Total  Statewide  Adjustments 

$51,889 

$40,009 

Significant  Present  Law  A(^ustments 

(991) 
0 

1,009 
17,490 

04  91002    Equipment 

05  91004    1999  Session  Costs 

06  91005    Budget  System  Development 

07  91666    Longevity  Correction 

(10.000) 
468 

(10,000) 
470 

Total  Significant  PL  Adjustments 

($10,523) 

$8,969 

Other  Base  Adjustments 

$4,000 
$45,366 

$4,000 
$52,978 

Gmnd  Total  Present  Law  Adju^ments 

Governor's  Office 


A-42 


Office  of  Budget  &  Program  Planning 


Governor's  Office  Office  of  Budget  &  Program  Planning 

6)  Budget  System  Development  -  The  legislature  provided  $40,000  each  year  (a  present  law  decrease  of  $10,000  each  year) 
for  continuing  development  costs  of  the  automated  budget  system  and  related  automatic  reports  and  processes.  The  original 
appropriation  for  fiscal  1998  was  $90,000,  but  $50,000  of  that  amount  was  contained  in  a  restricted  appropriation  that  was 
to  be  void  upon  passage  and  approval  of  HB  1 88.  (See  the  "Language"  section.) 

7)  Longevity  Correction  -  This  addition  corrects  a  miscalculation  of  longevity  payments  in  the  initial  determination  of 
present  law  personal  services.  If  longevity  had  been  correctly  calculated,  these  funds  would  have  been  included  in  the 
"statewide  adjustments"  above. 

Other  Base  Adjustments  -  This  present  law  increase  is  due  to  the  increased  cost  of  the  Wharton  Econometric  forecasting 
service  that  provides  economic  data  and  projections  used  in  revenue  forecasting  and  budget  development.  The  total 
appropriation  for  the  Wharton  Econometric  forecasting  service  is  $22,415  per  fiscal  year.  The  legislature  restricted  use  of 
the  appropriation  to  payment  for  the  service. 

Language 

"If  HB  188  is  passed  and  approved  and  includes  at  least  $500,000  for  the  Montana  Integrated  Budget  System,  the  amount 
in  item  4d  may  not  be  appropriated." 

The  amount  in  item  4d  was  $50,000  to  pay  for  Montana  Integrated  Budget  System  (MIBS)  development  costs.  Since  House 
Bill  188  (the  information  technology  bonding  bill)  was  passed  and  approved  and  did  include  over  $500,000  for  MIBS 
development  costs,  the  $50,000  appropriation  was  not  made. 
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Program  Proposed  Budget 

Base 

Budget 

Fiscal  1996 

PL  Base 
Adjustment 
Fiscal  1998 

New 

Proposals 

Fiscal  1998 

Total 
Leg.  Budget 
Fiscal  1998 

Indian  Affairs 

PL  Base                New 
Adjustment         Proposals 
Fiscal  1999       Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  98-99 

Budget  Item 

h'lE 

2.00 

2.00 

2.00 

2.00 

Personal  Services 
Operating  Expenses 
Equipment 

40,503 
15,725 

37,987 
8,478 

78,490 
24,203 

37,983 
8,696 
6,000 

78,486 

24,421 

6,000 

156,976 

48,624 

6,000 

Total  Costs 

$56,228 

$46,465 

$102,693 

$52,679 

$108,907 

$211,600 

General  Fund 

56,228 

46,465 

102,693 

52,679 

108,907 

211,600 

Total  Funds 

$56,228 

$46,465 

$102,693 

$52,679 

$108,907 

$211,600 

Program  Description 

The  Coordinator  of  Indian  Affairs  program  serves  as  the  Governor's  Haison  with  the  state's  Indian  tribes,  provides  information 
and  poUcy  support  on  issues  confronting  the  Indians  of  Montana,  and  advises  and  makes  recommendations  to  the  legislative 
and  executive  branches.  The  coordinator  also  serves  the  Montana  Congressional  delegation  as  an  advisor  and  intermediary 
in  the  field  of  Indian  affairs  and  acts  as  spokesman  for  representative  Native  American  org£mizations  and  groups,  both  public 
and  private,  whenever  that  support  is  requested. 

Funding 

The  Coordinator  of  Indian  Affairs  program  is  funded  entirely  with  general  fund. 

Present  Law 

4)  DP  Equipment  -  The  legislature  provided  $6,000  of  funding  for  purchase  of  computers  in  fiscal  1999. 

Other  Base  Adjustments  -  The  legislature  provided  an  increase  over  base  year  funding  for  travel  expenses. 
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Present  Law 

Adjustments 

Present  Law  Description 

Adjustments 
Fiscal  1998 

Adjustments 
Fiscal  1999 

Statewide  Present  Law  Adjustments 

37,987 
(401) 
2,122 

37,983 
(419) 
2,358 

Dl                  Personal  Services 

02  Inflation  /  Deflation 

03  Fixed  Costs 

Total  Statewide  Adjustments 

$39,708 

$39,922 

Significant  Present  Law  Adjustments 

0 

6,000 

04      79199    Dp  Equipment 

Total  Significant  PL  Adjustments 

$0 

$6,000 

Other  Base  Adjustments 

$6,757 
$46,465 

$6,757 
$52,679 

Grand  Total  Present  Law  Adjustments 
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Program  Proposal  Budget 

Base 

Budget 

Fiscal  1996 

PL  Base 

Adjustment 
Fiscal  1998 

New 

Proposals 

Fiscal  1998 

Total 
Leg.  Budget 
Fiscal  1998 

Lieutenant  Governor 

PL  Base               New 
Adjustment          Proposals 
Fiscal  1999        Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  98-99 

Budget  Item 

FTE 

4.00 

(1.00) 

3.00 

(1.00) 

3.00 

3.00 

Personal  Services 
Operating  Expenses 
Equipment 

187,391 

69.839 

8,323 

14.494 
27.222 
(7,520) 

(63.436) 
(48.706) 

138,449 

48.355 

803 

14.487 
30.314 
(5.520) 

(63,433) 
(51,958) 

138.445 

48.195 

2.803 

276.894 

96.550 

3.606 

Total  Costs 

$265,553 

$34,196 

($112,142) 

$187,607 

$39,281 

($115,391) 

$189,443 

$377,050 

General  Fund 
Federal  Special 

167.408 
98.145 

20,199 
13,997 

(112.142) 

187,607 

22,035 
17,246 

(115,391) 

189,443 

377.050 

Total  Funds 

$265,553 

$34,196 

($112,142) 

$187,607 

$39,281 

($115,391) 

$189,443 

$377,050 

Program  Description 

The  Office  of  the  Lieutenant  Governor  is  responsible  for  performing  duties  prescribed  by  statute  as  well  as  those  delegated 
to  the  Lieutenant  Governor  by  the  Governor  as  authorized  by  Article  VL  section  4  of  the  Montana  constitution. 


Funding 

The  functions  of  the  Lieutenant  Governor's  Office  are  now  funded  entirely  by  general  fund.  The  legislature  accepted  the 
executive  proposal  to  eliminate  the  federally-funded  Montana  Rural  Development  Partnership,  which  had  been  administered 
by  the  Lieutenant  Governor's  Office. 

Present  Law 


I)  Personal  Services  -  The  legislature  provided 
funding  resulting  in  present  law  increases  of 
$14,494  for  fiscal  1998  and  $14,487  for  fiscal 
1999.  The  bulk  of  the  increase  is  because  the 
lieutenant  governor's  salary  increases  from 
$43,242  per  year  to  $53,407  year  as  required  by 
2-16-405,  MCA,  which  sets  the  salaries  of  some 
elected  state  officials  at  the  average  of  the 
salaries  of  comparable  state  officials  in  states 
neighboring  Montana. 


4)  Equipment  -  The  legislature  provided  funding 
resuhing  in  present  law  increases  of  $803  in 
fiscal  1998  and  $2,803  in  fiscal  1999. 
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Present  Law 

Adjustments        | 

Lieutenant  Governor 

Adjustments 

Adj 

ustments 

Present  Law  Description 

Fiscal  1998 

Fiscal  1999      | 

Statewide  Present  Law  Adjustments 

14.494 

14.487 

01                   Personal  Services 

02                  Inflation  /  Deflation 

1.243 

799 

03                  Fixed  Costs 

(912) 

(625) 

Total  Statewide  Adjustments 

$14,825 

$14,661 

Significant  Present  Law  Adjustments 

803 

2.803 

04      91002    Equipment 

Total  Significant  PL  Adjustments 

$803 

$2,803 

Other  Base  Adjustments 

$18,568 

$34,196 

$21,817 
$39,281 

Grand  Total  Present  Law  Adjustments 
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Governors  Office 

Lieutenant  Governor 

^gislative  Budget  New  Proposals 

Fiscal  1998 

Fiscal  1999 

- 

General 

Other 

Total 

General               Other 

lota! 

New  Proposal  Description 

FTE 

Fund 

Funds 

Funds 

FTE             Fund                 Funds 

Funds 

Montana  Rdp  Funding 
01       Reduction 

(1.00) 

(112,142) 

(112.142) 

(1.00)                                  (115,391) 

(115,391 

Total  For  New  Proposals 

(1 .00) 

($112,142) 

($112,142) 

(1.00)                                ($115,391) 

($115,391 

New  Proposals 

1)  Montana  Rural  Development  Program  Funding  Reduction  -  The  legislature  accepted  the  new  proposal  to  eliminate  federal 
funding  for  the  Montana  Rural  Development  Program. 
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Program  Proposed  Budget 

Base 

Budget 
Fiscal  1996 

PL  Base 

Adjustment 
Fiscal  1998 

New 

Proposals 

Fiscal  1998 

Total 
Leg.  Budget 
Fiscal  1998 

Citizens  Advocate  Office 

PL  Base                New 
Adjustment          Proposals 
Fiscal  1999        Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  98-99 

Budget  Item 

FTE 

1.50 

1.50 

1,50 

1.50 

Personal  Sei^ices 
Operating  Expenses 

58,766 
13,352 

685 

(388) 

59,451 
12,964 

682 
(384) 

59,448 
12,968 

118,899 
25,932 

Total  Costs 

$72,118 

$297 

$72,415 

$298 

$72,416 

$144,831 

General  Fund 
Federal  Special 

56,866 
15,252 

549 

(252) 

57,415 
15,000 

550 
(252) 

57,416 
15,000 

114.831 
30,000 

Total  Funds 

$72,118 

$297 

$72,415 

$298 

$72,416 

$144,831 

Program  Description 

The  Citizen's  Advocate  Office  exists  to  make  Montana  state  government  more  accessible  for  Montana  citizens.  The  office 
provides  information  to  citizens  and  acts  as  a  referral  service  for  public  comments,  suggestions,  and  requests  for  information. 
A  toll-free  number  is  provided  to  the  public  for  this  purpose. 

Funding 

The  Citizens'  Advocate  Office  is  funded  by  general  fund,  with  the  exception  of  a  $15,000  federal  revenue  appropriation  each 
fiscal  year  from  an  allocation  of  federal  funds  administered  by  the  Department  of  Public  Health  and  Human  Services 
(DPHHS).  The  office  receives  its  share  of  the  allocation  for  providing  services  on  behalf  of  federally-funded  programs 
contained  in  DPHHS. 
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Performance  Based  Budget 

Base 

Budget 

Fiscal  1996 

PL  Base 
Adjustment 
Fiscal  1998 

New 

Proposals 

Fiscal  1998 

Total 
I^g.  Budget 
Fiscal  1998 

Citizens  Advocate  Office 

PL  Base               New 
Adjustment          Proposals 
Fiscal  1999        Fiscal  1999 

Total 
l.eg.  Budget 
Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  98-99 

Budget  Item 

FTE 

1.50 

1.50 

1.50 

1.50 

Performance  Based 

72,118 

297 

72.415 

298 

72,416 

144,831 

Total  Costs 

$72,118 

$297 

$72,415 

$298 

$72,416 

$144,831 

General  Fund 
Federal  Special 

56.866 

15.252 

549 

(252) 

57,415 
15,000 

550 

(252) 

57,416 
15,000 

114,831 
30.000 

Total  Funds 

$72,118 

$297 

$72,415 

$298 

$72,416 

$144,831 

Performance-Based  Budget 

The  legislature  established  the  budget  for  the  Citizens'  Advocate  Program  using  the  concept  of  performance  based  budgeting. 
The  legislature  has  specified  goals  and  objectives  for  program  or  function  performance,  as  well  as  measures  by  which  the 
legislature  can  determine  whether  the  goals  and  objectives  have  been  met.  The  appropriation  is  made  in  a  lump  sum  and  left 
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for  the  agency  to  determine  the  best  allocation  of  the  total  appropriation  to  accomplish  the  specified  goals  and  objectives  and 
meet  the  performance  measures. 

Goals  and  Performance  Measures 

The  program  goal  and  two  performance  targets  are  presented  below. 

GOAL:  The  goal  of  the  Citizens'  Advocate  Office  is  to  provide  accessibility  to  state  government  for  Montana  citizens.  A 
toll-free  number  is  provided  to  the  public  for  this  purpose. 

Performance  Targets: 

1)  The  office  staff  answer  incoming  phone  calls,  the  volume  of  which  is  beyond  the  control  of  the  office.  However,  by 
maintaining  efficiency  in  answering  the  toll-free  calls,  the  office  will  continue  to  answer  at  least  25,000  phone  calls  per  year. 

2)  Through  increased  efficiency,  the  Citizens'  Advocate  Office  staff  will  decrease  the  number  of  busy  signals  received  by 
incoming  callers,  which  is  currently  at  about  35  percent.  The  performance  target  is  to  reduce  the  number  of  busy  signals 
received  to  25  percent. 

Present  Law 

The  legislature  accepted  only  the  statewide  present  law  adjustments. 
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Present  Law 

Adjustments        | 

Citizens  Advocate  Office 

Adjustments 

Adji 

jstments 

Present  Law  Description 

Fiscal  1998 

Fiscal  1999      | 

Statewide  Present  Law  Adjustments 

68S 

682 

01                  Personal  Services 

02                 Inflation  /  Deflation 

(1,403) 

(1,403) 

03                 Fixed  Costs 

1,015 

1,019 

Total  Statewide  Adjustments 

$297 

$298 

Significant  Present  Law  Adjustments 

$0 

$0 

Total  Significant  PL  Adjustments 

Other  Base  Adjustments 

$0 

$297 

$0 
$298 

Grand  Total  Present  Law  AdjuOmenls 

Language 

The  legislature  approved  the  following  language  for  inclusion  in  HB  2: 

"The  appropriation  provided  for  the  citizens'  advocate  office  is  contingent  upon  ftinds  being  used  to  achieve  program 
performance  targets  as  outlined  by  the  legislature  in  the  general  appropriations  act  for  the  1999  biennium.  The  agency  shall 
provide  semiannual  reports  to  the  Office  of  Budget  and  Program  Planning  and  the  Legislative  Fiscal  Division  on  progress 
towards  achievement  of  these  performance  targets  with  explanations  for  any  significant  variances." 
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Program  Proposed  Budget 

Base 

Budget 

Fiscal  1996 

PL  Base 
Adjustment 
Fiscal  1998 

New 

Proposals 

Fiscal  1998 

Mental  Disabilities  Board  of  Visitors 

Total               PL  Base               New                 Total 
Leg.  Budget       Adjustment         Proposals        Leg.  Budget 
Fiscal  1998        Fiscal  1999        Fiscal  1999        Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  98-99 

Budget  Item 

FTE 

4.50 

(1.00) 

3.50 

(1.00) 

3.50 

3.50 

Persona!  Services 
Operating  Expenses 
Equipment 

128,020 

45,085 

1,995 

40,392 
(2.481) 
(1,088) 

(33,190) 
(3.358) 

135,222 

39,246 

907 

41.170 
6,498 
6.912 

(33,189) 
(3,358) 

136,001 

48,225 

8,907 

271,223 

87.471 

9.814 

Total  Costs 

$175,100 

$36,823 

($36,548) 

$175,375 

$54,580 

($36,547) 

$193,133 

$368,508 

General  Fund 
State/Other  Special 
Federal  Special 

151,607 
23,493 

7,698 
29,125 

16,070 
(52,618) 

159,305 
16.070 

25.457 
29.123 

16,069 
(52,616) 

177,064 
16.069 

336.369 
32,139 

Total  Funds 

$175,100 

$36,823 

($36,548) 

$175,375 

$54,580 

($36,547) 

$193,133 

$368,508 

Program  Description 

The  Mental  Disabilities  Board  of  Visitors,  established  by  the  legislature  in  1975,  is  charged  with  reviewing  patient  care  at 
Montana's  community  mental  health  centers  and  at  the  institutions  for  the  mentally  ill  and  developmentally  disabled.  The 
board  also  provides  legal  services  for  the  residents  at  those  institutions.  The  board  consists  of  five  members  appointed  by 
the  Governor.  Board  members  may  include,  but  are  not  limited  to,  consumers,  doctors  of  medicine,  and  behavioral  scientists. 
The  board  employs  administrative  and  legal  staff  and  contracts  with  medical  professionals  to  carry  out  its  responsibilities 
for  patient  representation  and  facility  review. 


Funding 

The  program  is  funded  by  general  fund,  plus 
$32,139  of  state  special  revenue.  The  state 
special  revenue  is  derived  from  nominal  fees  the 
program  is  authorized  to  charge  for  serving  as 
representative  payee  for  patients  in  Montana's 
institutions  for  the  mentally  ill  and 
developmentally  disabled  who  receive  disability 
and  other  payments. 

Present  Law 

4)  Equipment  -  The  legislature  provided  funding 
resulting  in  a  present  law  decrease  of  $1,088  in 
fiscal  1998  and  a  present  law  increase  of  $6,912 
in  fiscal  1999.  The  amount  includes  $8,000  for 
computers  and  $1,814  for  office  equipment. 
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Present  Law 

Adjustments        | 

Mental  Disabilities  Board  of  Visitors 

Adjustments 

Adj 

ustments 

Present  Law  Description 

Fiscal  1998 

Fiscal  1999      | 

Statewide  Present  Law  Adjustments 

40,392 

41,170 

01                  Personal  Services 

32                 Inflation  /  Deflation 

235 

55 

03                 Fixed  Costs 

872 

972 

Total  Statewide  Adjustments 

$41,499 

$42,197 

Significant  Present  Law  Adjustments 

(1,088) 

6,912 

04      91002    Equipment 

Total  Significant  PL  Adjustments 

($1,088) 

$6,912 

Other  Base  Adjustments 

($3,588) 
$36,823 

$5,471 
S54.580 

Grand  Total  Present  Law  Adjuaments 
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legislative  Budget  New  Proposals 

Fiscal  1998 

Mental  Disabilities  Board  of  Visitors 

Fiscal  1999 

New  Proposal  Description 

FTE 

General 
Fund 

Other 
Funds 

Total 
Funds 

General 
FTE             Fund 

aher 
Funds 

lotal 
Funds 

Board  Of  Visitors  Fed  Funds 

01  Change 

02  Paralegal  Funding  Switch 
Total  For  New  Proposals 

(1.50) 
0.50 

(1.00) 

(52,618) 
16,070 

($36,548) 

(52,618) 

16,070 

($36,548) 

(1.50) 
0.50 

(1.00) 

(52,616) 
16,069 

($36,547) 

(52,616 

16,069 

($36,547 

New  Proposals 

1)  Board  of  Visitors  Federal  Funds  Change  -  The  legislature  accepted  the  proposal  to  delete  federal  funds  from  the  budget 
and  to  eliminate  the  1 .0  FTE  attorney  supported  with  federal  funds.  The  legislature  also  eliminated  the  federal  funding  that 
had  supported  the  0.5  FTE  paralegal  and  instead  funded  the  position  as  described  below. 

2)  Paralegal  Funding  Switch  -  The  legislature  accepted  the  new  proposal  to  change  the  funding  for  the  0.50  FTE  paralegal 
position  from  federal  ftinds,  but  funded  the  position  with  state  special  revenue.  (The  executive  had  requested  that  the  position 
be  funded  with  general  fiind.)  The  legislature  granted  additional  state  special  revenue  spending  authority  of  $16,070  in  fiscal 
1998  and  $16,069  in  fiscal  1999. 
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Agency  Description 

The  Office  of  the  Secretary  of  State  is  established  by  Article  VI,  Section  1  of  the  Montana  Constitution,  and  its  duties  are 
set  forth  in  sections  2-4-3 1 1  and  3 1 2,  2-6-203,  and  2- 1 5-40 1 ,  MCA.  The  office  performs  the  following  functions:  1 )  files, 
maintains,  stores,  and  distributes  corporate  documents,  agricultural  lien  information,  official  records  of  the  executive  branch, 
and  acts  of  the  legislature;  2)  publishes  the  Administrative  Rules  of  Montana  and  the  Montana  Administrative  Register;  and 
3)  administers  the  state  agency  records  management  function,  including  operation  of  a  central  microfilm  unit  and  the  state 
records  center.  In  addition,  due  to  the  Secretary  of  State's  role  as  chief  election  officer  of  the  state,  the  office  is  also 
responsible  for  the  interpretation,  application,  and  operation  of  election  laws,  except  those  pertaining  to  campaign  finance. 

Funding 

The  Office  of  the  Secretary  of  State  is  funded  entirely  with  proprietary  funds.  Proprietary  funds  are  derived  from  fees 
charged  to  customers  for  corporate  filings  and  other  related  services  and  to  state  agencies  for  records  management  services. 

Summary  of  Legislative  Action 

The  Secretary  of  State's  Office  is  completely  supported  by  proprietary  funds.  The  legislature  does  not  appropriate  proprietary 
funds,  but  instead  approves  the  rates  and  charges  for  the  services  provided  by  the  agency  receiving  the  proprietary  funds. 
The  legislature  approved  the  rates  and  charges  as  proposed  by  the  Secretary  of  State's  Office.  The  legislature  also  approved 
goals  and  performance  standards  for  the  election  function  of  the  Secretary  of  State's  Office,  which  is  participating  in  the 
performance-based  budgeting  program. 

Other  Legislation 

Senate  Bill  87  -  Prior  to  passage  of  SB  87,  the  dollar  amount  of  each  fee  charged  by  the  Secretary  of  State's  Office  for  filing 
and  copying  services  was  specified  in  statute  (section  2-6-103,  MCA).  SB  87  eliminates  the  specific  dollar  amounts  of  the 
fees  and  instead  requires  that  the  Secretary  of  State  charge  fees  "commensurate  with  costs  for  filing  and  copying  services." 
The  bill  also  eliminates  section  2-6-103(i)(5),  MCA  which  read  "Within  120  days  following  the  end  of  each  fiscal  year,  the 
secretary  of  state  shall  deposit  into  the  general  fund  from  the  proprietary  fund  any  revenue  collected  in  the  proprietary  fund 
during  the  prior  fiscal  year  that  is  in  excess  of  the  amount  appropriated  from  the  proprietary  fund  for  the  current  year."  Since 
proprietary  funds  are  no  longer  appropriated  by  the  legislature,  there  was  no  clear  way  for  the  Secretary  of  State's  Office  to 
determine  the  amount  of  "excess  revenue"  to  deposit  to  the  general  fiind. 

Executive  Budget  Comparison 

The  legislature  accepted  the  rates  and  charges  proposed  by  the  executive  with  no  changes. 

Performance  Based  Budget 

The  legislature  established  the  budget  for  the  election  function  of  the  Office  of  the  Secretary  of  State  using  the  concept  of 
performance  based  budgeting.  The  legislature  has  specified  goals  and  objectives  for  program  or  function  performance,  as 
well  as  measures  by  which  the  legislature  can  determine  whether  the  goals  and  objectives  have  been  met. 

The  legislature  adopted  the  following  language  in  reference  to  the  performance  based  budget: 

"The  rates  approved  for  the  office  of  the  secretary  of  state  are  contingent  upon  resultant  revenue  being  used  to  achieve 
program  targets  and  performance  measures  as  outlined  by  the  legislature  in  the  general  appropriations  act  for  the  1999 
biennium.    The  department  shall  provide  semiannual  reports  to  the  Office  of  Budget  and  Program  Planning  and  the 
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Legislative  Fiscal  Division  on  progress  towards  achievement  of  these  targets  and  performance  measures  with  explanations 
of  any  significant  variances." 

Goals  and  Performance  Measures 


The  office  of  the  secretary  of  state  shall  attempt  to  achieve  the  following  goals  by  meeting  the  specified  targets  and 
performance  measures: 

GOALS:  Increase  voter  registration  and  provide  open  access  to  the  election  process 


Target 

Maintain  the  percentage  of  eligible,  but  non-registered 
Montanans 


Train  election  administrators 


Establish  a  mechanism  to  monitor  voter  registration 
duplication  at  the  state  level 

Have  copies  of  the  legislation  passed  by  the  1997 
legislature  and  signed  by  the  governor  available  for  the 
public  and  state  agencies. 

Have  at  least  the  basic  information  (name,  office,  and 
party)  from  all  state,  district,  and  legislative  candidates 
available  for  the  public. 

Have  options  for  increasing  voter  turnout 
including  alternatives  to  polling  place 
voting,  such  as  vote-by-mail  and  vote-by- 
telephone.  Also  make  use  of  the  opportunities  presented 
by  the  Internet  for  increasing  voter  turnout. 


Performance  Measure 

Have  87.5  percent  of  the  eligible  population  registered  to 
vote.  (The  eligible  population  will  be  measured  after  each 
presidential  election.  The  performance  measure  is  subject 
to  revision  if  the  legislature  brings  the  state  of  Montana 
into  compliance  with  the  current  national  voter  registration 
act  of  1993  and  amends  the  current  purge  procedure.) 

Have  representatives  from  50  of  the  56  counties  attend  the 
biennial  workshop 

Have  a  plan  set  by  January  1,  1998 


Have  70  percent  of  signed  legislation  available  in  either 
electronic  or  hard  copy  within  three  days  of  receipt  by  the 
Secretary  of  State 

Have  the  information  on  the  Internet  within  three  days  of 
filing 


Report  to  the  1 999  Legislature 


Internal  Service  Funds  and  Rates 

The  Office  of  the  Secretary  of  State  administers  two  proprietary  funds,  an  internal  service  fund  that  receives  revenue  from 
fees  charged  to  state  agencies  for  records  management,  and  an  enterprise  fund  that  receives  revenues  from  fees  charged  to 
businesses  and  corporations  for  corporate  filings,  registration  of  assumed  business  names  and  trademarks,  and  others.  The 
legislature  does  not  set  rates  for  the  enterprise  fund. 
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Internal  Service  Fund  -The  proprietary  fiinds  that  support  the  records  management  function  are  derived  from  fefes  charged 
to  other  state  agencies  for  the  services  performed.  TTiere  are  a  variety  of  charges  that  are  established  by  the  Secretary  of  State 
according  to  an  annual  review  of  the  cost  of  microfilming  and  other  factors.  The  proprietary  funds  that  support  the 
administrative  rules  function  are  derived  from  charges  to  state  agencies  and  the  public  for  publication  and  distribution  of  the 
Administrative  Rules  of  Montana  (ARM)  and  the  Montana  Administrative  Register  (MAR).  Fees  are  set  by  the  Secretary 
of  State  in  consultation  with  the  Administrative  Code  Committee. 


The  legislature  approved  the  following  rates  for  the  internal  service  fund  that  supports  the  records  management  function: 

Rates 


Product  or  Service 


1999Biennium 


1 .  Administrative  Rules  of  Montana  Fees 

a.  Administrative  Rules  of  Montana 

b.  Quarterly  updates  of  ARM 

c.  Extra  titles 

d.  Quarterly  updates  of  extra  titles 

e.  Montana  Administrative  Register 

f.  Agency  filing  fee  for  pages  for  Register 
publication 

2.  Records  Management  Fees  (based  on  2-6-203,  MCA) 

a.  16MM  Microflim 
Less  than  250,000 
Nontypical  extreme  weight  &  size 
8'/2X  H";8'/2X  14"  paperwork 

8  '/z  X  11";  1 1  X  14"  computer  printout 
Extreme  size  &  weight  variance 
Cards  -  fixed  weight  &  color 
Cards  -  mixed  weight  &  color 

b.  35nim  Microfilm 

L  (per  12  x  12")  aerial  photos 

16  X  20"  bound  books 

24  X  34"  newspapers 

24  X  34"  bound  newspapers 

48  X  48"  blueprints/maps 

c.  105mm  Microflim 

8  '/j  X  11"  paperwork 

8  '/2  X  11";  1 1  X  14"  computer  printout 

Cards  (per  1000) 

Minimum  filming  charge 

d.  Film  Processing  16mm,  100  foot  roll 
16mm,  215  foot  roll 

35mm,  100  foot  roll 
16mm,  3m  cartridges 


$350.00/set 

$250.00/year 

$50.00/book 

$50.00/year/title 

$300.00 

$35.00/page 


$30.00 
$36.75 
$25.00 
$22.05 
$27.50 
$15.00 
$25.00 


$65.00 

$60.00 

$110.00 

$130.00 

$275.00 


$65.00 
$73.50 
$73.50 
$37.50 

$3.45 
$6.76 
$6.05 
$4.50 
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e.  Film  Inspecting 

100  foot  roll  inspection 
215  foot  roll  inspection 
film  splicing 
3M  cartridge  loading 

f  Duplication 

16mm,  100  foot  roll 
16mm,  215  foot  roll 
35mm,  100  foot  roll 
105mm,  microfiche  or  jackets 
Reader/printer  copies 
Photocopies/own  labor 
Photocopies/our  labor 
16mm,  100  foot  roll 
35mm,  100  foot  roll 


$3.50 
$4.98 
$0.75 

$2.25 


$6.48 

$12.41 

$8.77 

$0.15 

$0.50 

$0.10 

$0.50 

$9.45 

$13.85 


g.  Jacket  Loading 

16mm,  5  channel  jacket 
Agency's  own  jacket 
35mm,  1  &  2  channel  jacket 
Loading  16mm  aperture  card 
Jacket  title 
Jacket  notching 


$0.30 

$0,275 

$0.30 

$0.25 

$0.25 

$0.05 


h.  Miscellaneous 

Fiche  title 

Indexing  and  document  prep/hour 

Camera  rental/day 


$0.25 

$14.00 

$95.00 


i.  Supplies 

NMI  reader  bulbs 
16mm,  100  foot  roll  film 
16mm,  215  foot  roll  film 
35mm,  100  foot  roll  film 


$10.75 
$6.68 
$12.95 
$12.95 


j.  Records  Center  Services 

Storage  by  square  foot/month 

Storage  by  cubic  foot/month 

Retrievals 

Emergency  retrievals 

Large  retrievals,  delivery,  interfiling 

Records  disposal/hour 

Shredding  confidential  records/hour 

k.  Records  Center  Boxes 

Records  storage  box:  standard  size  A 
Drawings  &  map  storage  boxes  size  C 


$0.19 

$0.2950 

$1.00 

$5.00 

$16.00 

$16.00 

$21.95 


$1.34 
$1.34 
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Secretary  of  State's  Office  Summary 

The  office  plans  to  use  the  fees  derived  to  fund  the  following  present  law  adjustments: 

Present  Law  Adjustments 

Contracts  with  the  Private  Sector  -  The  office  plans  to  spend  $9,243  in  addition  to  the  base  year  amount  for  classroom 
instruction  and  training  for  employees  in  the  use  of  new  software  installed  by  the  office.  The  office  installed  state  standard 
software  with  goals  of  becoming  more  fully  a  part  of  the  state  enterprise  network  system  and  facilitating  efficiencies  in 
coordinating  activities  with  other  state  agencies.  The  office  also  plans  to  reduce  its  spending  for  temporary  help  by  $4,  i  52. 

System  Development  -  Tlie  office  plans  to  spend  $208,250  in  fiscal  1998  and  $265,250  in  fiscal  1999  for  system 
development  costs  initiated  in  fiscal  1996  and  continuing  through  fiscal  1997.  The  office  issued  a  request  for  proposal  (RFP) 
to  determine  ways  to  comply  with  legislative  audit  recommendations  to  improve  the  receipt  and  deposit  of  annual  reports. 
Cost  projections  for  the  RFP  process  and  related  internal  information  systems  are  $1 14,950  per  year. 

Publication  Expense  -  The  office  plans  to  spend  $57,038  (a  present  law  increase  of  $55,000  over  base  expenditures)  to  publish 
proposed  amendments  and  a  legal  advertisement  twice  each  month  for  two  months  prior  to  a  general  election  in  each  of  the 
56  Montana  counties. 
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Agency  Proposed  Budget 

Base 

Budget 

Fiscal  1996 

PL  Base 
Adjustment 
Fiscal  1998 

New 

Proposals 

Fiscal  1998 

Commissioner  of  Political  Practices 

Total                PL  Base                New                  Total 
Leg.  Budget       Adjustment         Proposals         Leg.  Budget 
Fiscal  1998        Fiscal  1999       Fiscal  1999        Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  98-99 

Budget  Item 

FTE 

7.25 

(1.00) 

6.25 

(1.00) 

6.25 

6.25 

Personal  Services 
Operating  Expenses 
Equipment 

165,751 

106,709 

4,296 

43,219 
3,634 
(4,296) 

(37,022) 
(6,271) 

171,948 
104,072 

47,717 

(1,146) 

(4,296) 

(37,137) 
(6,489) 

176,331 
99,074 

348,279 
203,146 

Total  Costs 

$276,756 

$42,557 

($43,293) 

$276,020 

$42,275 

($43,626) 

$275,405 

$551,425 

General  Fund 

276,756 

42,557 

(43,293) 

276,020 

42,275 

(43,626) 

275,405 

551,425 

Total  Funds 

$276,756 

$42,557 

($43,293) 

$276,020 

$42,275 

($43,626) 

$275,405 

$551,425 

Agency  Description 

The  Office  of  the  Commissioner  of  Political  Practices  was  created  in  1975  to  monitor  disclosures  of  financial  contributions 
to  and  expenditures  made  by  Montana  political  committees  and  candidates  and  to  oversee  and  enforce  the  campaign  practices 
law  in  Title  13,  Chapters  35  through  37,  MCA.  The  responsibilities  of  the  office  were  expanded  in  1980  by  Initiative  85  to 
include  the  registration  of  lobbyists,  the  filing  of  their  principals'  financial  reports,  and  the  disclosure  of  elected  officials' 
business  and  ownership  interests. 

Funding 

Funding  for  this  agency  is  general  fund. 

The  agency  is  required  to  charge  a  fee  commensurate  with  costs  for  printing  and  distributing  the  campaign  finance  report. 
Revenue  from  the  report  sale  is  deposited  to  the  general  fund  and  totaled  $2,498  in  fiscal  1996.  In  the  odd  year  of  the 
biennium,  lobbyists  must  register  with  the  Commissioner  and  pay  a  filing  fee  of  $50.  This  revenue  and  any  copy  fees  are 
deposited  in  the  general  fund. 

Summary  of  Legislative  Action 

The  legislature  accepted  the  present  law  adjustments  presented  in  the  Executive  Budget  as  well  as  the  new  proposal  to  remove 
funding  for  the  1.0  FTE  agency  legal  counsel  position.  The  legislature  maintained  a  vacant  1.0  FTE  administrative  support 
position.  The  commissioner  stated  in  testimony  that  he  expected  to  fill  the  position  during  the  biennium,  but,  if  the  position 
remained  vacant,  his  office  would  revert  the  associated  funding  to  the  general  fund. 

Other  Legislation 

House  Bill  13  (Pav  Plan  BilH  -  Section  16  of  this  bill  increases  the  commissioner's  salary  from  $3 1,551  per  year  to  $43,848, 
effective  October  1,  1997  and  to  $44,286  beginning  October  1,  1998.  No  appropriations  were  added  for  this  increase. 
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Commissioner  of  Political  Practices 

Agency  Biennium  Budget  Comparison 

Executive 

Budget 
Fiscal  1998 

Legislative 

Budget 
Fiscal  1998 

Leg.- 
Diffe 
Fiscal 

Exec. 

rence 

1998 

Executive 

Budget 
Fiscal  1999 

Legislative 

Budget 
Fiscal  1999 

Leg.  -  Exec. 
Difference 
Fiscal  1999 

Biennium 

Difference 

Fiscal  98-99 

Budget  Item 

Base 

Budget 

Fiscal  1996 

FTE 

7.25 

6.25 

6.25 

6.25 

6.25 

Personal  Services 
Operating  Expenses 
Equipment 

165,751 

106,709 

4,296 

171.948 
104.072 

171,948 
104,072 

176.331 
99.074 

176,331 
99,074 

Total  Costs 

$276,756 

$276,020 

$276,020 

$275,405 

$275,405 

General  Fund 

276.756 

276,020 

276,020 

275,405 

275,405 

Total  Funds 

$276,756 

$276,020 

$276,020 

$275,405 

$275,405 

Executive  Budget  Comparison 

The  legislature  approved  the  Executive  Budget  recommendations  with  no  changes. 

Present  Law 

1)  Personal  Services  -  The  legislature  fully 
funded  the  7.25  existing  FTE  by  accepting  the 
base  budget  and  the  personal  services  present 
law  adjustment,  but  subsequently  removed 
funding  for  1.0  FTE  by  accepting  a  personal 
services  reduction  new  proposal  (see  below). 

4)  Commissioner  Payout  -  The  legislature 
provided  $4,366  general  fund  for  termination 
pay  for  accrued  sick  leave  and  vacation  time  for 
the  current  commissioner,  whose  term  will 
expire  in  fiscal  1999. 

5)  Electronic  Reporting  -  The  legislature 
provided  $2,500  each  fiscal  year  to  continue 
design  of  a  program  to  allow  candidates  and 
political  committees  to  file  required  reports 
electronically. 

6)  Ethics  Commission  Expenses  -The  legislature  provided  $8,500  general  fund  each  fiscal  year  to  pay  for  travel  expenses, 
hearings,  materials,  and  related  expenses  of  the  ethics  commission  established  by  SB  136,  which  was  passed  by  the  1995 
legislature.  (The  ethics  commission  is  administratively  attached  by  statute  to  the  commissioner's  office.) 

7)  Base  Equipment  Expenditures  -  The  legislature  concurred  with  the  commissioner's  decision  to  request  no  equipment  in 
the  1999  biennium,  which  resulted  in  a  present  law  adjustment  of  a  negative  $4,296  in  each  fiscal  year. 
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Present  Law 

Adjustments        | 

Administration 

Adjustments 

Adj 

ustments 

Present  Law  Description 

Fiscal  1998 

Fiscal  1999      | 

Stateuide  Present  Law  Adjustments 

43.219 

43.351 

01                  Personal  Services 

02                  Inflation  /  Deflation 

(237) 

(244) 

03                  Fixed  Costs 

9,854 

5.081 

Total  Stattwidt  Adjustmints 

$52,836 

$48,188 

Significant  Present  Law  Adjustments 

0 

4.366 

04      91001    Commissioner  Payout 

05      91002    Electronic  Reporting 

(14.483) 

(14.483) 

06      9100.1    Ethics  Commission  Expenses 

8,500 

8.500 

07      91004    Base  Equipment  Expenditures 

(4,296) 

(4.296) 

Total  Significant  PL  Adjuaments 

($10,279) 

($5,913) 

Other  Base  Adjustments 

$0 

$42,557 

$0 

$42,275 

Grand  Total  Present  Law  Adjustments 
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^gislative  Budget  New  Proposals 

i 

Fiscal  1998 

Administration 

Fiscal  1999 

New  Proposal  Description 

FTE 

General 
Fund 

Other 
Funds 

Total 
Funds 

FTE 

General 
Fund 

Other 
Funds 

lotal 
Funds 

01       Personal  Services  Reduction 
Total  For  New  Proposals 

(1.00) 
(1.00) 

(43,293) 
($43,293) 

(43,293) 

($43,293) 

(1.00) 
(1.00) 

(43,626) 
($43,626) 

(43,626 
($43,626 

New  Proposals 

1)  Personal  Services  Reduction  -  The  legislature  accepted  the  new  proposal  to  eliminate  the  agency  legal  counsel  1.0  FTE 
position.  Elimination  of  the  position  will  result  in  personal  services  reductions  of  $37,022  in  fiscal  1998  and  $37,137  in  fiscal 
1999.  Elimination  of  the  position  also  allows  a  reduction  in  office  space  and  will  result  in  reductions  in  building  rent  and 
capitol  complex  grounds  maintenance  of  $6,271  in  fiscal  1998  and  $6,489  in  fiscal  1999. 
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Agency  Proposed  Budget 

Base 

Budget 

Fiscal  1996 

PL  Base 
Adjustment 
Fiscal  1998 

New 

Proposals 

Fiscal  1998 

Total 
Leg.  Budget 
Fiscal  1998 

Stole  Auditors  Office 

PL  Base               New 
Adjustment         Proposals 
Fiscal  1999        Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  98-99 

Budget  Item 

FTE 

62.00 

1.75 

63.75 

2.00 

64.00 

63.75 

Personal  Services 
Operating  Expenses 
Equipment 
Debt  Service 

1,961,034 

564,087 

59,030 

272,204 
(28,592) 
27.194 
40,600 

66,408 

52,727 
6,000 

2.299,646 

588,222 

92,224 

40,600 

276,730 
(60,092) 
5,150 
40,600 

75.018 
74,944 

2.312.782 

578.939 

64.180 

40.600 

4.612.428 

1.167.161 

156.404 

81.200 

Total  Costs 

$2,584,151 

$311,406 

$125,135 

$3,020,692 

$262,388 

$149,962 

$2,996,501 

$6,017,193 

General  Fund 
State/Other  Special 
Federal  Special 

2,093.042 
491,109 

179,266 
132,140 

6,000 

116.635 

2,500 

2,278,308 

739,884 

2.500 

126,742 
135.646 

147.462 
2.500 

2,219,784 

774,217 

2,500 

4.498.092 

1.514.101 

5,000 

Total  Funds 

$2,584,151 

$311,406 

$125,135 

$3,020,692 

$262,388 

$149,962 

$2,996,501 

$6,017,193 

Agency  Description 

The  State  Auditor's  Office  is  established  by  Article  VI,  Section  1  of  the  Montana  Constitution.  The  auditor  is  both  ex-ofTicio 
commissioner  of  insurance  and  ex-officio  commissioner  of  securities.  The  auditor  is  charged  with  the  following  duties:  I ) 
licensing  and  regulating  insurance  companies  and  agents  within  the  state;  2)  adopting  rules  and  administering  the  small  group 
insurance  reform;  and  3)  regulating  and  registering  securities  dealers. 

Summary  of  Legislative  Action 

The  legislature  approved  present  law  adjustments  totaling  $573,794,  primarily  for  full  funding  (minus  a  3  percent  vacancy 
savings  rate)  of  62.0  FTE  positions.  The  legislature  also  approved  new  proposals  totaling  $275,097  and  1.75  FTE  in  fiscal 
1998  and  2.0  FTE  in  fiscal  1999.  The  legislature  granted  state  special  revenue  spending  authority  to  implement  changes  made 
to  health  insurance  laws  required  by  the  federal  Kennedy-Kassebaum  bill,  to  license  and  regulate  viatical  settlement  contract 
providers,  and  to  regulate  the  sale  and  marketing  of  living  trust  acts. 

Other  Legislation 

House  Bill  358  -  The  State  Auditor's  Office  had  been  depositing  nonresident  insurance  producer  license  fees  into  the  state 
special  revenue  account,  contrary  to  section  32-2-708(4Xa),  MCA,  which  required  that  the  fees  be  deposited  into  the  general 
fund.  HB  358,  which  was  passed  and  approved,  changed  the  statute  to  allow  deposit  of  nonresident  insurance  producer 
license  fees  into  the  state  special  revenue  account. 

Senate  Bill  79  -  This  bill  provides  for  regulation  of  the  sale  and  marketing  of  living  trusts  by  the  State  Auditor's  Office.  The 
legislature  granted  state  special  revenue  spending  authority  of  $90,455  and  0.75  FTE  in  fiscal  1998  and  1 .0  FTE  in  fiscal  1999 
to  implement  the  bill.  The  estimated  general  fijnd  revenues  from  registration  fees  and  fines  authorized  in  the  bill  is  $105,000 
during  the  biennium. 

Senate  Bill  1 12  -  This  bill  provides  for  licensing  and  regulation  of  viatical  settlement  contract  providers  and  brokers  by  the 
State  Auditor's  Office.  A  viatical  settlement  contract  is  a  written  agreement  between  a  provider  and,  typically,  a  terminally 
ill  person  holding  a  life  insurance  policy.  The  terminally  ill  person  agrees  to  assign  the  benefits  from  the  policy  to  the 
provider  in  exchange  for  an  immediate  payment.  The  legislature  granted  state  special  revenue  spending  authority  of  $20,000 
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to  implement  the  bill.  The  estimated  revenue  the  state  will  collect  because  of  provisions  in  the  bill  are  approximately  $20,000 
per  year  general  fund  and  $10,000  per  year  state  special  revenue. 

Senate  Bill  378  -  This  bill  provides  for  the  implementation  of  changes  to  health  insurance  laws  required  by  federal  legislation 
(the  Kennedy- Kassebaum  bill).  The  legislature  granted  $152,405  state  special  revenue  spending  authority  and  1.0  FTE  each 
fiscal  year  to  ensure  continued  compliance  with  minimum  financial  regulatory  standards  established  by  the  National 
Association  of  Insurance  Commissioners  during  implementation  of  Senate  Bill  378. 
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Comparison 

Executive 

Legislative 

Leg.  -  Exec. 

Executive 

Legislative 

Leg.  -  Exec. 

Biennium 

Base 

Budget 

Budget 

Budget 

Difference 

Budget 

Budget 

Difference 

Difference 

Budget  Item 

Fiscal  1996 

Fiscal  1998 

Fiscal  1998 

Fiscal  1998 

Fiscal  1999 

Fiscal  1999 

Fiscal  1999 

Fiscal  98-99 

KIH 

62.00 

62.00 

63.75 

1.75 

62.00 

64.00 

2.00 

1.75 

Personal  Services 

1,961,034 

2,231,332 

2,299,646 

68,314 

2,235,858 

2,312,782 

76,924 

145,238 

Operating  Expenses 

564,087 

707,995 

588,222 

(119,773) 

671,495 

578,939 

(92,556) 

(212,329 

Equipment 

59,030 

95,724 

92,224 

(3,500) 

71,280 

64,180 

(7,100) 

(10,600 

Debt  Service 

40,600 

40,600 

40,600 

40,600 

Total  Costs 

$2,584,151 

$3,075,651 

$3,020,692 

($54,959) 

$3,019,233 

$2,996,501 

($22,732) 

($77,691 

General  Fund 

2,093,042 

2,402,886 

2,278,308 

(124,578) 

2,348,437 

2,219,784 

(128,653) 

(253,231 

State/Other  Special 

491,109 

670,265 

739,884 

69,619 

668,296 

774,217 

105,921 

175,540 

Federal  Special 

2.500 

2,500 

2,500 

2,500 

Total  Funds 

$2,584,151 

$3,075,651 

$3,020,692 

($54,959) 

$3,019,233 

$2,996,501 

($22,732) 

($77,691 

Executive  Budget  Comparison 

The  legislature  made  the  following  changes  to  the  present  law  adjustments  proposed  by  the  executive: 

1)  correction  of  a  miscalculation  of  longevity  payments  that  had  been  made  in  the  initial  determination  of  present  law 
personal  services.  The  correction  added  $1,906  general  fund  per  fiscal  year; 

2)  elimination  of  a  statutory  appropriation  for  actuarial  valuation  of  the  police  retirement  fund.  The  legislature  instead 
provided  the  $6,000  required  for  the  valuation  in  a  restricted  appropriation  in  House  Bill  2; 

3)  an  addition  of  $1,237  for  allocated  costs  associated  with  House  Bill  188,  the  information  technology  bonding  bill; 

4)  a  10  percent  reduction  in  the  amount  proposed  for  equipment  purchases.  The  reduction  totaled  $16,600  over  the 
biennium; 

5)  removal  of  $100,000  general  fund  from  the  budget  to  free  up  funds  needed  to  pay  for  the  Family  Preservation 
Program  in  the  Child  and  Family  Services  Division  of  the  Department  of  Public  Health  and  Human  Services;  and 

6)  a  change  in  funding  sources,  reducing  the  general  fund  portion  of  the  budget  by  $1 50,000  and  increasing  the  state 
special  revenue  portion  of  the  budget  by  the  same  amount.  (The  funding  change  appears  in  the  Insurance  Program 
budget.) 

The  legislature  adopted  the  new  proposal  in  the  Executive  Budget  and  also  granted  the  following  amounts  of  funding  for 
additional  new  proposals: 

1 )  $  1 52,405  state  special  revenue  and  1 .0  FTE  each  year  to  implement  changes  in  insurance  laws  required  by  the  federal 
Kennedy-Kassebaum  bill; 
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2)  $20,000  state  special  revenue  for  licensing  and  regulation  of  viatical  settlement  contract  providers; 

3)  $90,455  state  special  revenue  and  0.75  FTE  in  fiscal  1998  and  1 .0  FTE  in  fiscal  1999  for  regulation  of  the  sale  and 
marketing  of  living  trusts. 

The  legislature  approved  language  appropriations  of  $120,000  in  fiscal  1998  and  $115,000  in  fiscal  1999  for  contract 
examinations  of  insurance  brokers  and  securities  dealers.  The  amounts  contained  in  the  language  appropriations  appear  in 
the  Executive  Budget  tables,  but  not  in  the  legislative  budget  tables.  This  accounts  for  the  operating  expenses  discrepancies 
of  $120,000  in  fiscal  1998  and  $1 19,000  in  fiscal  1999  between  the  legislative  and  executive  budgets. 
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Program  Proposed  Budget 

Base 

Budget 

Fiscal  1996 

PL  Base 
Adjustment 
Fiscal  1998 

New 

Proposals 

Fiscal  1998 

Total 
Leg.  Budget 
Fiscal  1998 

Central  Management 

PL  Base                New 
Adjustment          Proposals 
Fiscal  1999        Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  98-99 

Budget  Item 

KIB 

9.00 

9.00 

9.00 

9.00 

Personal  Services 
Operating  Expenses 
Equipment 

269,893 
50,753 

53,317 

5,591 

20,284 

323,210 
56,344 
20,284 

53.873 
2,185 
8,440 

1,237 

323,766 

54,175 

8,440 

646,976 
110,519 

28,724 

Total  Costs 

$320,646 

$79,192 

$399,838 

$64,498 

$1,237 

$386,381 

$786,219 

General  Fund 
State/Other  Special 

296.395 

24,251 

77,567 
1,625 

373,962 
25,876 

62,809 
1,689 

1,237 

359,204 
27,177 

733,166 
53.053 

Total  Funds 

$320,646 

$79,192 

$399,838 

$64,498 

$1,237 

$386,381 

$786,219 

Program  Description 

The  Central  Management  Division  is  responsible  for  the  administrative,  budgeting,  personnel,  and  accounting  functions  for 
the  State  Auditor's  Office. 

Funding 

The  program  is  funded  almost  entirely  from  the  general  fund.  Two  state  special  revenue  funds,  the  insurance  fee  account 
and  the  portfolio  fee  account,  are  used  for  a  portion  of  personal  services  costs. 


Present  Law 

1)  Personal  Services  -  The  legislature  adjusted 
the  personal  services  budget  to  include  the  pay 
increases  authorized  in  the  1997  biennium  and  to 
increase  the  state  auditor's  salary  in  accordance 
with  2-16-405,  MCA,  which  sets  the  salaries  of 
some  elected  state  officials  at  the  average  of  the 
salaries  of  comparable  officials  in  states 
neighboring  Montana.  The  legislature  also 
applied  a  3  percent  vacancy  savings  rate  to  the 
personal  services  budget. 

4)  Equipment  -  The  legislature  adjusted  the 
equipment  budget  primarily  to  provide  $17,638 
for  computers  and  $2,646  for  communications 
equipment  in  fiscal  1998  and  $6,840  for 
computers  and  $1,600  for  communications 
equipment  in  fiscal  1999. 
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Adjustments        | 

Central  Management 

Adjustments 

Adj 

ustments 

Present  Law  Description 

Fiscal  1998 

Fiscal  1999      | 

Statewide  Present  Law  Adjustments 

53,317 

53,873 

01                  Personal  Services 

02                 Inflation  /  Deflation 

(1.576) 

(1,714) 

03                  Fixed  Costs 

9.041 

5,773 

Total  Statewide  Adjustments 

$60,782 

$57,932 

Significant  Present  Law  Adjustments 

20,284 

8,440 

04      91001    Equipment 

Total  Significant  PL  Adjustments 

$20,284 

$8,440 

Other  Base  Adjustments 

($1,874) 
$79,192 

($1,874) 
$64,498 

Grand  Total  Pnsent  Law  Adjustments 
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^gislative  Budget  New  Proposals 

Fiscal  1998 

Central  Management 

Fiscal 

1999 

New  Proposal  Description 

FTE 

(Jeneral               Other 
Fund                  Funds 

Iota! 

Funds 

Ueneral 
Kit             Fund 

Other 
Funds 

lotal 
Funds 

01       Hb  188  Allocated  Costs 
Total  For  New  Proposals 

1,237 
$1,237 

1.237 
$1,237 

New  Proposal 

1)  House  Bill  188  -  Allocated  Costs  -  The  legislature  authorized  the  sale  of  $43.0  million  in  bonds  and  appropriated  the 
proceeds  to  six  agencies  for  various  information  technology  projects  (see  section  F  for  a  complete  analysis  of  this  legislation). 
All  agencies  were  provided  appropriations  in  fiscal  1999  to  pay  additional  debt  service  costs  through  the  statewide  and  state 
fiind  cost  allocation  plans,  and  increased  warrant  writing  and  payroll  service  fees.  This  adjustment  adds  $1,237  state  special 
revenue  over  the  biennium  for  this  purpose. 
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Program  Proposed  Budget 

Base 

Budget 

Fiscal  1996 

PL  Base 
Adjustment 
Fiscal  1998 

New 

Proposals 

Fiscal  1998 

Total 
Leg.  Budget 
Fiscal  1998 

Insurance 

PL  Base                New 
Adjustment         Proposals 
Fiscal  1999        Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  98-99 

Budget  Item 

FTE 

42.00 

1.75 

43.75 

2.00 

44.00 

43.75 

Personal  Services 
Operating  Expenses 
Equipment 
Debt  Service 

1,372,663 

426,077 

30,104 

159,573 
(29.342) 
34,216 
40,600 

66,408 

52,727 
6,000 

1,598,644 

449,462 

70,320 

40,600 

162,819 

(53,827) 

14,916 

40,600 

75,018 
73,707 

1.610.500 

445.957 

45.020 

40.600 

3,209,144 

895,419 

115,340 

81,200 

Total  Costs 

$1,828,844 

$205,047 

$125,135 

$2,159,026 

$164,508 

$148,725 

$2,142,077 

$4,301,103 

General  Fund 
State/Other  Special 
Federal  Special 

1,435,438 
393,406 

76,057 
128,990 

6,000 

116,635 

2,500 

1,517,495 

639,031 

2,500 

35,075 
129.433 

146,225 
2.500 

1.470.513 

669.064 

2.500 

2,988,008 

1,308,095 

5,000 

Total  Funds 

$1,828,844 

$205,047 

$125,135 

$2,159,026 

$164,508 

$148,725 

$2,142,077 

$4,301,103 

Program  Description 

The  Insurance  Division  regulates  the  insurance  industry  in  Montana  for  the  protection  of  Montana  consumers.  The  division 
is  comprised  of  three  bureaus:  Compliance,  Examinations,  and  Producer  Licensing.  The  Compliance  Bureau  is  responsible 
for  resolving  insurance  consumer  inquiries  and  complaints  involving  agents,  coverage,  and  companies.  The  bureau  also 
investigates  insurance  code  and  rule  violations.  The  Examinations  Bureau  is  responsible  for  collecting  premium  taxes  and 
company  fees,  and  auditing  insurance  company  annual  statements.  The  bureau  is  also  responsible  for  reviewing  form  filings 
to  ensure  compliance  with  the  insurance  code,  and  for  reviewing  rate  filings.  The  Licensing  Bureau  is  responsible  for 
licensing  insurance  agents,  agencies,  and  adjustors. 

Funding 

The  program  is  funded  by  general  fund,  state  special  revenue,  and  a  minor  amount  of  federal  special  revenue.  State  special 
revenue  comes  from  nonresident  insurance  producer  license  fees,  fees  charged  for  insurance  company  examinations,  and  fees 
on  insurance  agents.  Agent  fees  support  the  insurance  industry  continuing  education  program,  the  insurance  regulatory 
accreditation  function,  and  other  insurance  regulation  functions.  Federal  special  revenue  of  $5,000  will  pay  the  costs  of 
printing  insurance  buying  guides  that  will  explain  long-term  care  insurance  and  Medicare  supplemental  insurance.  The  funds 
are  to  come  from  the  Health  Care  Financing  Administration  through  the  Department  of  Public  Health  and  Human  Services. 

The  legislature  granted  state  special  revenue  spending  authority  of  $90,455  for  regulation  of  the  sale  and  marketing  of  living 
trusts.  Though  the  authority  was  given  to  the  Insurance  Program,  the  Securities  Program  is  the  appropriate  administering 
program.  The  State  Auditor's  Office  plans  to  transfer  the  authority  to  the  Securities  Program. 

The  State  Auditor's  Office  had  been  depositing  nonresident  insurance  producer  license  fees  into  the  state  special  revenue 
account,  contrary  to  section  32-2-708(4)(a),  MCA,  which  required  that  the  fees  be  deposited  into  the  general  ftind.  HB  358, 
which  was  passed  and  approved,  changed  the  statute  to  allow  deposit  of  nonresident  insurance  producer  license  fees  into  the 
state  special  revenue  account.  With  the  exception  of  this  fee  and  the  other  state  special  revenue  fees  described  above,  all 
other  insurance  license  and  permit  fees  and  premium  taxes  collected  by  the  program  are  deposited  into  the  general  fund. 
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Present  Law 

4)  Equipment  -  The  legislature  provided  funding 
for  net  increases  of  $34,216  in  fiscal  1998  and 
$14,916  in  fiscal  1999  over  fiscal  1996 
expenditures  of  $30, 1 08.  The  total  fiscal  1 998 
amount  mcludes  $57,000  for  computers  and 
$16,820  for  communications  equipment  and  the 
fiscal  1999  amount  includes  $43,320  for 
computers  and  $8,800  for  communications 
equipment. 

5)  Integrated  Insurance  and  Securities  System  - 
The  legislature  provided  for  an  increase  of 
$40,600  each  year  for  debt  service  payments  on 
development  costs  of  an  automated  integrated 
insurance  and  securities  system.  The  state 
auditor's  office  received  an  Intercap  loan  from 
the  Board  of  Investments  to  pay  development  and 
hardware  costs.  The  funds  to  repay  the  loan  will 
come  from  the  insurance  fee  state  special  revenue 
account. 
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Insurance 

Adjustments 

Ad 

ustments 

Present  Law  Description 

Fiscal  1998 

Fiscal  1999      | 

Statewide  Present  Law  Adjustments 

157,984 

161,230 

01                  Personal  Services 

32                  Inflation  /  Deflation 

(4,699) 

(5,304) 

03                  Fixed  Costs 

29,663 

17.600 

Total  Slalewidt  AdjuOmenls 

$182,948 

$173,526 

Significant  Present  Law  Adjustments 

34,216 

14.916 

04      9I00I    Equipment 

05      91002    Integrated  Insurance  And  Securities 

Syste 

40.600 

40.600 

06      91003    Overtime 

495 

495 

37      91004    Contracted  Hearing  Officers 

16,454 

954 

38      91005    Office  Supplies 

(12,188) 

(12.188) 

39      91006    Education  &  Training 

(8,074) 

(8.074) 

10      91666    Longevity  Correction 

1.094 

1,094 

Total  Significant  PL  Adjustments 

$72,597 

$37,797 

Other  Base  Adjustments 

($50,498) 
$205,047 

($46,815) 
$164,508 

Grand  Total  Present  Law  Adjustments 

6)  Overtime  -  The  legislature  provided  for  an  increase  of  $495  in  overtime  expense  each  year  to  allow  the  State  Auditor's 
Office  to  meet  statutory  requirements  for  processing  insurance  company  annual  statements,  depositing  premium  tax 
payments,  reviewing  agent  continuing  education  certifications,  and  mailing  agent  licenses. 

7)  Contracted  Hearing  Officers  -  The  legislature  provided  for  increases  of  $16,454  in  fiscal  1998  and  $954  in  fiscal  1999 
to  pay  for  the  estimated  increase  in  the  number  of  administrative  actions  that  will  require  the  appointment  of  a  contracted 
hearing  officer.  The  increase  was  based  on  eight  administrative  actions  that  will  require  a  hearing  and  an  additional  eight 
administrative  actions  that  will  be  resolved  prior  to  hearing  but  that  will  also  require  the  services  of  a  hearing  officer. 

8)  Office  Supplies  -  The  legislature  accepted  net  reductions  of  $12,188  each  year  that  are  due  to  the  removal  of  one-time 
expenditures  for  modular  furniture  from  the  operating  expenses  base. 

9)  Education  and  Training  -  The  legislature  accepted  net  reductions  of  $8,074  each  year  that  are  due  to  the  removal  of  one- 
time Windows  operating  system  training  expenditures  from  the  base, 

10)  Longevity  Correction  -  This  addition  corrects  a  miscalculation  of  longevity  payments  in  the  initial  determination  of 
present  law  personal  services.  If  longevity  had  been  correctly  calculated,  these  funds  would  have  been  included  in  the 
"statewide  adjustments"  above. 

Other  Base  Adjustments  -  Other  Base  Adjustments  resulted  in  net  reductions  of  $50,498  in  fiscal  1998  and  $46,815  in  fiscal 
1999.  The  bulk  of  these  amounts  are  the  resuh  of  removal  of  $50,000  per  fiscal  year  from  the  budget  to  free  up  funds  needed 
to  pay  for  the  Family  Preservation  Program  contained  in  the  budget  of  the  Child  and  Family  Services  Division  of  the 
Department  of  Public  Health  and  Human  Services. 
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xgislative  Budget  New  Proposals 

Fiscal  1998 

Fiscal  1999 

- 

Cieneral 

Other 

Total 

General 

Other 

Total 

New  Proposal  Description 

FIH 

Fund 

Funds 

Funds 

FTE 

Fund 

Funds 

Funds 

01      Elim  of  Statutory  Appropriation 

6,000 

6,000 

02      S)  378  -  Kennedy  Kass*aum 

1.00 

63,920 

63,920 

1.00 

88,485 

88,485 

33      Sb  112  -  Viatical  SenlenMiis 

10,000 

10,000 

10,000 

10,000 

04      Sb  79  -  Living  Trust  Act 

0.75 

42,715 

42,715 

1.00 

47,740 

47,740 

Insurance  Brochures  (Fed. 

05      Funds) 

2,500 

2,500 

2,500 

2,500 

Total  For  New  Proposals 

1.75 

$6,000 

$119,135 

$125,135 

2.00 

$148,725 

$148,725 

New  Proposal 

1)  Elimination  of  Statutory  Appropriation  -  HB  166  eliminated  the  statutory  appropriation  for  the  actuarial  valuation  of  the 
police  retirement  fund.  The  legislature  provided  $6,000  funding  for  the  valuation  in  a  restricted  biennial  appropriation.  Since 
the  funding  that  would  have  been  used  for  the  statutory  appropriation  will  now  go  to  the  general  fund,  the  new  proposal  has 
no  net  effect  on  the  general  fund. 

2)  Senate  Bill  378  (Kennedy-Kassebaum)  -  SB  378,  passed  by  the  legislature  and  approved  by  the  Governor,  provides  for 
the  implementation  of  changes  to  health  insurance  laws  required  by  federal  legislation  (the  Kennedy-Kassebaum  bill).  The 
legislature  granted  $152,405  state  special  revenue  spending  authority  and  1.0  FTE  each  fiscal  year  to  ensure  continued 
compliance  with  minimum  financial  regulatory  standards  established  by  the  National  Association  of  Insurance 
Commissioners  during  implementation  of  Senate  Bill  378. 

3)  Senate  Bill  112  -  SB  1 12,  passed  by  the  legislature  and  approved  by  the  Governor,  provides  for  licensing  and  regulation 
of  viatical  settlement  contract  providers  and  brokers  by  the  State  Auditor's  Office.  A  viatical  settlement  contract  is  a  written 
agreement  between  a  provider  and,  typically,  a  terminally  ill  person  holding  a  life  insurance  policy.  The  terminally  ill  person 
agrees  to  assign  the  benefits  from  the  policy  to  the  provider  in  exchange  for  a  more  immediate  payment.  The  legislature 
granted  state  special  revenue  spending  authority  of  $20,000  to  implement  the  bill. 

4)  Senate  Bill  79  -  SB  79,  passed  by  the  legislature  and  approved  by  the  Governor,  provides  for  regulation  of  the  sale  and 
marketing  of  living  trusts  by  the  State  Auditor's  Office.  The  legislature  granted  state  special  revenue  spending  authority  of 
$90,455  and  0.75  FTE  in  fiscal  1998  and  1.0  FTE  in  fiscal  1999  to  implement  the  bill.  The  spending  authority  was  given  to 
the  Insurance  Program,  but  should  have  been  given  to  the  Securities  Program.  The  State  Auditor's  Office  plans  to  transfer 
the  spending  authority  to  the  Securities  Program. 

5)  Insurance  Brochures  -  The  legislature  provided  federal  spending  authority  for  Health  Care  Financing  Authority  (HCFA) 
funds  received  through  Aging  Services  of  the  Senior  and  Long-Term  Care  Division,  Department  of  Public  Health  and  Human 
Services,  to  pay  the  cost  of  printing  insurance  buying  guides  that  will  explain  long-term  care  insurance  and  Medicare 
supplemental  insurance. 

Language 

"The  department  is  appropriated  amounts  up  to  $110,000  in  fiscal  year  1998  and  $105,000  in  fiscal  year  1999  from  the 
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state  Auditor's  Office insurance 

insurance  fee  account  in  the  state  special  revenue  fund  for  contract  examinations." 
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Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget 

Adjustment 

Proposals 

Leg.  Budget 

Adjustment 

Proposals 

Leg.  Budget 

Leg.  Budget 

Budget  Item 

Fiscal  1996 

Fiscal  1998 

Fiscal  1998 

Fiscal  1998 

Fiscal  1999 

Fiscal  1999 

Fiscal  1999 

Fiscal  98-99 

FTE 

11.00 

11.00 

11.00 

11.00 

Personal  Services 

318,478 

59,314 

377,792 

60,038 

378,516 

756,308 

Operating  Expenses 

87,257 

(4,841) 

82,416 

(8,450) 

78,807 

161,223 

Equipment 

28,926 

(27,306) 

1,620 

(18,206) 

10,720 

12,340 

Total  Costs 

$434,661 

$27,167 

$461,828 

$33,382 

$468,043 

$929,871 

General  Fund 

361,209 

25,642 

386,851 

28,858 

390,067 

776,918 

State/Other  Special 

73,452 

1,525 

74,977 

4,524 

77,976 

152,953 

Total  Funds 

$434,661 

$27,167 

$461,828 

$33,382 

$468,043 

$929,871 

Program  Description 

The  Securities  Department  is  responsible  for  the  administration  and  enforcement  of  the  Securities  Act  of  Montana  as  provided 
in  Title  30,  Chapter  10,  MCA.  The  department  is  responsible  for  the  registration  of  securities  issuers,  salesmen, 
broker-dealers,  investment  advisers,  and  investment  adviser  representatives;  and  for  the  investigation  of  unregistered  and 
fraudulent  securities  transactions. 

Funciing 

The  program  is  entirely  funded  by  the  general  fund,  with  the  exception  of  the  securities  portfolio  registration  function  which 
is  funded  by  state  special  revenue  from  securities  portfolio  registration  fees.  The  legislature  also  granted  state  special  revenue 
spending  authority  of  $90,455  for  regulation  of  the  sale  and  marketing  of  living  trusts.  Though  the  authority  was  given  to 
the  Insurance  Program,  it  should  have  been  given  to  the  Securities  Program  instead.  The  State  Auditor's  Office  plans  to 
transfer  the  authority  to  the  Securities  Program. 


All  revenue  from  securities  fees  and  fines,  except 
for  the  securities  portfolio  fees,  must  be 
deposited  to  the  general  fund  in  accordance  with 
30-10-115,  MCA. 

Present  Law 

1)  Personal  Services  -  The  legislature  provided 
full  funding  (with  a  3  percent  vacancy  savings 
rate)  for  1 1 .0  FTE. 

4)  Equipment  -  The  legislature  provided  funding 
for  $1,600  for  communications  equipment  in 
fiscal  1998,  and  $9,120  for  computers  and  $1,600 
for  communications  equipment  in  fiscal  1999. 
These  amounts  are  below  the  fiscal  1996 
equipment  expenditures  of  328,926. 
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Present  Law  Adjustments        | 

Securities 

Adjustments 

Adjustments 

Present  Law  Description 

Fiscal  1998 

Fiscal  1999 

Statewide  Present  Law  Adjustments 

57,473 

58,197 

01                  Personal  Services 

02                 Inflation  /  Deflation 

(1.575) 

(1,605) 

03                  Fixed  Costs 

8,332 

4,753 

Total  Statewide  Adjustments 

$64,230 

$61,345 

Significant  Present  Law  Adjustments 

(27,326) 

(18,206) 

04      91001    Equipment 

05      91002    Overtime 

1,029 

1,029 

06      91003    Contracted  Hearing  Examiners 

(9,497) 

(9,497) 

07      91666    Longevity  Correction 

812 

812 

Total  Significant  PL  Adjustments 

($34,982) 

($25,862) 

Other  Base  Adjustments 

($2,081) 

$27,167 

($2,101) 
$33,382 

Grand  Total  Present  Law  Adjustments 

A-68 
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5)  Overtime  -  The  legislature  provided  for  an  increase  of  $1,029  each  fiscal  year  for  payment  of  overtime  incurred  by 
securities  investigators  called  to  testify  in  criminal  cases. 

6)  Contracted  Hearing  Examiners  -  The  legislature  provided  funding  for  an  estimated  two  contested  hearings  per  fiscal  year 
at  a  cost  of  $3,500  each,  which  is  a  decrease  of  $9,497  each  fiscal  year  from  the  amount  spent  in  fiscal  1996. 

7)  Longevity  Correction  -  This  addition  corrects  a  miscalculation  of  longevity  payments  in  the  initial  determination  of 
present  law  personal  services.  If  longevity  had  been  correctly  calculated,  these  funds  would  have  been  included  in  the 
"statewide  adjustments"  above. 

Language 

"The  department  is  appropriated  amounts  up  to  $10,000  in  fiscal  year  1998  and  $10,000  in  fiscal  year  1999  from  the 
securities  fee  account  in  the  state  special  revenue  fund  for  contract  examinations." 
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Agency  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget 

Adjustment 

Proposals 

Leg.  Budget 

Adjustment 

Proposals 

Leg.  Budget 

Leg.  Budget 

Budget  Item 

Fiscal  1996 

Fiscal  1998 

Fiscal  1998 

Fiscal  1998 

Fiscal  1999 

Fiscal  1999 

Fiscal  1999 

Fiscal  98-99 

hlK 

1,778.81 

21.60 

41.75 

1,842.16 

(2.20) 

43.00 

1,819.61 

1,842.16 

Personal  Services 

63,957,795 

2,729,049 

1,347,577 

68,034,421 

2,198,360 

1,387,256 

67,543,411 

135,577,832 

Operating  Expenses 

232,389,385 

33,476,280 

5,784,243 

271,649,908 

13,914,092 

6,151,846 

252,455,323 

524,105,231 

Equipment 

2,334,262 

(748,551) 

1,088,860 

2,674,571 

(1,037,234) 

377,232 

1,674,260 

4.348,831 

Capital  Projects 

4,172,494 

695,045 

4,867,539 

694,445 

4,866,939 

9,734,478 

Local  Assistance 

249,800 

200 

250,000 

200 

250,000 

500,000 

Grants 

3,078,194 

562,990 

3,641,184 

333,383 

3,411,577 

7,052,761 

Transfers 

17,115 

1,885 

19,000 

1,885 

19,000 

38,000 

Debt  Service 

5,013 

2,882 

7,895 

2,882 

7,895 

15,790 

Total  Costs 

$306,204,058 

$36,719,780 

$8,220,680 

$351,144,518 

$16,108,013 

$7,916,334 

$330,228,405 

$681,372,923 

General  Fund 

249,800 

200 

250,000 

200 

250,000 

500,000 

State/Other  Special 

135,726,710 

25,227,153 

6,657,967 

167,611,830 

25,533,675 

4,931,386 

166,191,771 

333,803,602 

Federal  Special 

170,227,548 

11,492,427 

1,562,713 

183,282,688 

(9,425,862) 

2,968,581 

163,770,267 

347,052,954 

Proprietary 

16,367 

16,367 

16,367 

Total  Funds 

$306,204,058 

$36,719,780 

$8,220,680 

$351,144,518 

$16,108,013 

$7,916,334 

$330,228,405 

$681,372,923 

Agency  Description 

The  Montana  Department  of  Transportation  (MDT)  is  responsible  for  serving  the  public  by  establishing  a  transportation 
system  that  emphasizes  safety,  environmental  preservation,  cost-effectiveness,  and  quality. 

Responsibilities  of  the  department  include:  1)  project  design  and  administration  of  construction  contracts;  2)  preservation 
and  maintenance  of  a  safe  and  environmentally  sound  state  highway  transportation  system;  3)  enforcement  of  statutes  and 
regulations  relating  to  vehicle  weight,  size,  licensing,  fuel,  and  safety  on  the  state's  highways;  4)  providing  protection  and 
safety  in  aviation;  and  5)  enforcing  compliance  with  motor  fuel  tax  laws  and  administering  license  taxes  on  gasoline  and 
diesel  fuel. 

Summary  of  Legislative  Action 

The  legislature  added  a  total  of  $69.0  million  over  the  biennium  to  the  agency's  budget.  Of  that  amount,  $52.8  million  was 
added  for  present  law  adjustments  and  $16.1  million  for  new  proposals.  The  largest  adjustment  occurred  in  the  Construction 
Program  where  $39.0  million  was  added. 

The  legislature  also  approved  an  increase  of  63.35  FTE  to  the  department,  with  28.85  FTE  added  to  the  Construction 
Program,  27.0  FTE  to  the  Maintenance  Program,  and  8.0  FTE  to  the  General  Operations  program.  Due  to  increased  demands 
in  the  Maintenance  Program  caused  by  winter  conditions  in  the  1997  biennium,  the  legislature  also  approved  the  department's 
request  for  nearly  $900,000  for  temporary  seasonal  employees  in  that  program. 

The  legislature  approved  a  funding  switch  whereby  the  amount  of  highways  special  revenue  funds  (i.e.  state  gas  tax) 
appropriated  to  the  Motor  Vehicle  Division  of  the  Department  of  Justice  was  reduced  by  $1 .5  million  for  the  biennium  and 
replaced  with  general  fund. 
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Cash  Flow  Projections  -  Highways  Special  Revenue  Account 

The  following  table  provides  a  cash  flow  analysis  of  the  Highways  Special  Revenue  Account  (HSRA).  This  account  provides 
the  state  funding  for  Department  of  Transportation  programs  and  other  statutory  uses  of  the  gas  tax. 


Table  1 

Cash  Flow  Analysis 

-  Highway  Special  Revenue  Account 

Projected 

Revenues  & 

.  Expenditures 

Fiscal  Years  1996  -  2001 

FY  96  Actuals 

FY  1997 

FY  1998 

FY  1999 

FY  2000 

FY  2001 

Beginning  Working  Cash  Balance 

$34,740,490 

$41,910,224 

$33,781,535 

$18,016,630 

$1,736,218 

($9,474,972) 

REVENUE 

Gas  Tax* 

$124,147,066 

$125,463,011 

$126,717,642 

$127,984,818 

$129,264,667 

$130,557,314 

Diesel  Tax* 

47,216.000 

47.688.160 

48.165,042 

48,646,692 

49,133,159 

49.624,491 

G  V.W. 

29,714,560 

30.845,853 

30,845,853 

30,845,853 

30,845,853 

30.845,853 

Accounts  Receivable 

2.103,739 

2,880,000 

1,880,000 

1,880,000 

1,880,000 

1.880,000 

Misc.  Other  Revenues 

713,344 

2,577,258 

333,946 

333.946 

333,946 

333,946 

Tribal  Distribution 

(3.858.880) 

(2.864.421) 

(2.864,421) 

(2.748.148] 

(2,748.148) 

(2,748,148) 

TOTAL  REVENUE 

$200,035,829 

$206,589,861 

$205,078,062 

$206,943,161 

$208,709,477 

$210,493,456 

Available  Working  Cash 

$234,776,319 

$248,500,085 

$238,859,597 

$224,959,792 

$210,445,694 

$201,018,484 

EXPENDITURES 

Federal  Aid  Construction 

$37,442,467 

$43,885,975 

$50,536,586 

$43,420,474 

$45,388,848 

$45,902,182 

State-funded  Construction  (RTF) 

27,031.696 

35.242,395 

29,079,108 

37,300,715 

35,000,000 

35,000,000 

Maintenance 

62,094,347 

65,111,678 

67,365,221 

66,828,711 

68,833.572 

70,898.579 

General  Operations 

10,666,091 

12,153,272 

12,244,684 

12.082,643 

12.445.122 

12.818.475 

Transportation  Planning 

950,001 

1,186,306 

1,178,061 

783.580 

1.010.245 

1.040.552 

GVW    (Motor  Carrier  Services) 

4,218,848 

4,426,038 

4,632,985 

4.644.219 

4.783.546 

4.927.052 

HB  5  Long  Range  Building-DOT 

2,228,778 

2,000,000 

1,662,500 

1.662.500 

1.662.500 

1.662.500 

Debt  Service/Bond  rvincipal  &  Interest 

15,257,853 

15,562,516 

13.935,328 

13.936.402 

13.932.718 

13.935.352 

Local  Government  Distribution 

16,766,000 

16,766,000 

16,766,000 

16,766,000 

16.766.000 

16.766.000 

HB  2-Capped  Fuel  Revenue/Local  Govt. 

5,497,866 

6,534,483 

Dept  of  Justice 

15.302.281 

16,202.630 

15,913,823 

16,142.293 

16.626.562 

17,125,359 

Dept  of  Fish,Wildlife&  Parks 

167.389 

1,334.000 

675.000 

675,000 

675.000 

675.000 

PHHS/Dyed  Fuel 

45.484 

79.000 

Motor  Pool  Contributed  Capital 

768.740 

Adjustments 

694,859 

P/S  Longevity  Correction 

114,069 

111,818 

111.818 

111.818 

HB  13  -Pay  Plan/MDT 

982.000 

2,100,000 

2,450.000 

2.450.000 

Impacts  of  Other  Legislation 

259.736 

234,736 

234.736 

234,736 

TOTAL  EXPENOrrURES 

$192,866,094 

$214,718,550 

$220,842,967 

$223,223,574 

$219,920,667 

$223,547,605 

Revenue  &  Expenditure  Variance 

7.169.734 

(8.128.689) 

(15.764.905) 

(16,280,413; 

(11.211.190) 

(13,054,149) 

Ending  Working  Cash  Balance 

$41,910,224 

$33,781,535 

$18,016,630 

$1,736,218 

($9,474,972) 

($22,529,121) 

*  Gasoline  and  diesel  fuel  tax  revenues  based  o 

nHJR2 

Notes:  (1)  This  analysis  does  not  include  perso 

nal  services  contingency  in  the  1999 

liennium  which  may 

reduce  the  endi 

ig  cash  balance. 

(2)  HB  13  pay  plan  numbers  are  based  ti 

pon  preliminary  allocation  by  OBPP 
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Declining  Cash  Balance  and  Negative  Cash  Flow 

Fund  balance  projections  for  the  HSRA  account  indicate  a  remaining  cash  balance  by  the  end  of  fiscal  1999  of  $1.7  million, 
which  is  less  than  one-half  of  one  percent  of  total  biennial  appropriations.  This  is  significantly  below  the  traditional 
minimum  working  cash  balance  of  between  $10  million  and  $20  million  assumed  necessary  to  ensure  adequate  cash  flow 
to  finance  projects.  However,  if  the  cash  balance  in  the  account  is  inadequate  to  finance  various  projects,  the  department 
has  indicated  that  it  will  resort  to  the  use  of  short-term  bonding  and  other  financing  methods.  Expenditures  during  the  1999 
biennium  exceed  revenues  by  approximately  $16  million  each  year,  and  the  account  is  projected  to  move  into  a  deficit 
position  in  fiscal  year  2000,  resulting  in  a  negative  cash  balance  of  $22  million  by  the  end  of  the  2001  biennium.  Therefore, 
unless  revenues  are  significantly  higher  than  anticipated  or  expenditures  significantly  lower  than  originally  budgeted,  the 
1999  legislature  must  address  this  issue  through  either  a  reduction  in  expenditures,  an  increase  in  revenues,  or  some 
combination  of  both. 

The  extremely  minimal  ending  fund  balance  makes  the  status  of  the  highways  special  revenue  account  extremely  tenuous, 
even  in  the  1999  biennium.  It  should  be  noted  that  the  final  cash  flow  projection  during  the  1997  legislative  session  (LFD 
HB  2  Narrative,  through  Senate  action)  showed  a  projected  ending  cash  balance  of  $7.5  million.  However,  footnotes 
indicated  that  the  estimated  pay  plan  appropriation  from  the  highways  special  revenue  account  would  be  approximately  $3.0 
million.  The  cash  flow  table  in  this  report  estimates  a  reduction  of  $3.1  million  for  the  pay  plan,  reducing  the  end-of-session 
projection  from  $7.5  million  to  $4.4  million. 

Following  the  1997  session,  the  department  increased  the  projected  1997  biennium  construction  and  maintenance 
expenditures  from  highways  special  revenue  by  over  $7  million  and  made  several  other  adjustments,  which  are  also  reflected 
in  the  table.  The  department  attributed  this  primarily  to  not  meeting  the  anticipated  12  percent  reduction  in  contractor 
payments  to  correlate  with  average  reversion  percentages  over  the  prior  three  fiscal  years  (the  same  assumption  was  used  in 
the  legislative  appropriations  for  the  1999  biennium.)  This  increased  expenditure  in  fiscal  1997  would  reduce  the  pre-session 
ending  cash  balance  projection,  after  pay  plan  allowances,  to  a  negative  $2.6  million. 

The  department  also  raised  its  projection  for  GVW  fee  revenues  by  over  5  percent  a  year,  providing  increased  revenues  of 
$4.5  million  from  fiscal  1997  through  fiscal  1999.  (The  legislature  did  not  estimate  GVW  revenues  in  HJR  2.)  It  attributed 
the  sharp  increase  in  revenue  projections  to  higher  than  anticipated  GVW  fee  revenues  to  date  in  fiscal  1997.  The  optimistic 
projection  is  based  on  a  short  period  of  actual  revenue  income,  and  is  projected  by  the  department  even  though  SB  29,  which 
revises  GVW  laws,  is  expected  to  reduce  GVW  revenues  by  over  $300,000  each  biennium.  The  significant  increase  in 
revenue  projections,  along  with  other  minor  post-session  adjustments  by  the  department,  offset  the  otherwise  negative  1999 
fiscal  year-end  projection  and  result  in  the  revised  projection  of  $1.7  million. 

Given  the  extremely  low  cash  balance  projection,  the  over  $30  million  negative  cash  flow  for  the  1999  biennium,  and  the 
circumstances  surrounding  the  final  projection,  the  account  is  clearly  structurally  unsound  and  should  be  closely  watched 
during  the  biennium.  The  legislature,  recognizing  the  problem  with  the  account,  approved  a  study  of  the  account  cash  flow 
during  the  biennium  in  HB  610.  The  study  is  to  be  conducted  by  the  Legislative  Finance  Committee. 

Assumptions 

Expenditures  in  the  1999  biennium  are  those  appropriated  by  the  1997  Legislature.  For  fiscal  years  2000  and  2001,  a  3 
percent  inflation  rate  was  applied  to  program  budgets  of  MDT  (excluding  the  Construction  Program)  and  the  Department  of 
Justice.  The  Construction  Program  figures  in  the  2001  biennium  are  based  upon  the  assumption  of  a  $155  million  federal 
aid  program  and  are  not  project  specific.  The  amounts  for  long-range  building  (HB  5)  for  fiscal  years  2000  and  2001  are 
continuations  of  the  amounts  appropriated  in  the  1999  biennium. 
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A  key  factor  in  the  HSRA  fund  balance  decline  is  the  relatively  inelastic  revenue  base  that  finances  the  state's  highways 
program.  Current  fuel  tax  revenues  are  estimated  to  increase  at  approximately  1.0  percent  each  fiscal  year,  which  is 
disproportionately  low  compared  to  escalating  expenditure  levels  and  the  conservative  3.0  percent  inflationary  rate  upon 
which  future  expenditure  levels  are  calculated.  Unless  there  is  an  increase  in  fuel  consumption,  fuel  tax  collections  will 
remain  relatively  fiat.  Conversely,  in  a  period  of  economic  growth  and  increased  state  tourism,  fuel  tax  revenues  will  rise 
accordingly.  However,  the  state's  economy  is  projected  to  grow  at  a  much  slower  pace  than  in  the  previous  decade. 
Gasoline  and  diesel  fuel  tax  revenue  projections  for  fiscal  years  1998  and  1999  are  based  on  HJR  2  revenue  estimates.  Fuel 
tax  revenues  in  fiscal  years  2000  and  2001  are  projected  to  increase  by  1  percent  each  year. 

Current  Uses  of  HSRA  Funds 

The  highways  special  revenue  fund  supports  several  highways  related  programs  including:  1)  state  match  funds  for  federal 
aid  funds;  2)  100  percent  of  highway  maintenance  funding;  3)  a  100  percent  state  funded  construction  program  (formerly 
known  as  the  Reconstruction  Trust  Fund  [RTF];  4)  local  government  gas  tax  distributions;  5)  administration  of  the  Montana 
Department  of  Transportation  (MDT),  the  Highway  Patrol  Division,  and  the  Motor  Vehicle  Division  of  the  Department  of 
Justice;  6)  state  park  roads  (FW&P);  and  7)  other  highways  related  uses. 

State  Revenue  Sources 

The  primary  source  of  HSRA  revenues  is  highway  user  fees,  including  fuel  taxes  (gasoline  and  diesel)  and  gross  vehicle 
weight  (GVW)  fees.  Table  2  provides  an  historical  analysis  of  gas  and  diesel  fuel  tax  revenues.  As  indicated,  tax  revenues 
rose  sharply  in  both  the  1989  and  1995  biennia  due  to  tax  increases  instituted,  with  revenues  increasing  21  percent  in  fiscal 
1988  and  31  percent  in  fiscal  1994.  The  additional  fuel  tax  revenues  generated  by  these  tax  measures  were  in  excess  of 
revenue  projections.  Diesel  fuel  tax  revenues  rose  by  66  percent  in  fiscal  1994.  This  significant  increase  has  been  attributed 
to  greater  tax  compliance  due  to  the  change  in  collection  methods,  with  the  tax  now  being  collected  at  the  distributor  level. 


Table  2 

Historical  Analysis  of  Fuel  TiJi  Revenues 

Annual  Fluctuations 

in  Revenues 

Fiscal  Years  1987-19% 

\m! 

1  Villi 

tmi 

1990 

IWl 

l<W2 

IW3 

IW4 

IW5 

IWd 

GAS  TAX  REVENUES 

Gas  Tax  Rir  (ccnu) 

17 

20 

20 

20 

20 

20 

21  4 

24 

27 

27 

AnnuaJ  Gas  Tax  Rc%enuca 

WS, 146.091 

r79.675.078 

$78,916,400 

$82,282,766 

$81,125,141 

$82,825,427 

$89,534,371 

{108.594.636 

{119.536.981 

$124,147,066 

Pnix  Year  Revenues 

60.4«1.888 

65.146.091 

79.675.078 

78.916.400 

82.282.766 

81.125.141 

82.825.427 

89.534.371 

108.594,636 

119.536.981 

IncnrasetDcurase)  over  PY 

H.664.203 

{14.528,987 

(S758.678) 

$3,366,366 

($1,157,625) 

$1,700,286 

$6,708,944 

{19,060,265 

{10.942.345 

$4,610,085 

%  lnatasc<Da.-n:ase)over  PY 

7.71% 

22  30% 

.0  95% 

4.27% 

-1  41% 

2  10% 

8  10% 

21  29% 

10.08% 

386% 

Gas  Tax  Revenues  as 

%  of  Tool  Fuel  Tax  Rnenues 

78  39% 

79  00% 

77  65% 

77  53% 

7806% 

76.72% 

77  38% 

71  44% 

76  12% 

72.45% 

DIESEL  TAX  REVENUES 

Diesel  Tax  Rae  (cents) 

17 

20 

20 

20 

20 

20 

21  4 

244 

27  75 

27  75 

Annual  Desel  Tax  Revenues 

$17,964,241 

{21.185.520 

$22,708,492 

$23,821,548 

$22,797,863 

$25,128,409 

$26,179,233 

$43,412,610 

$37,507,286 

$47,216,300 

Pniir  Year  Revenues 

18.576.576 

17.964.241 

21.185.520 

22.708.492 

23.821.548 

22,797.863 

25.128.409 

26.179.233 

43,412,610 

37,507,286 

ln;rcasc( Decrease)  over  PY 

(S612,33S) 

{3.221.279 

$1,522,972 

$1,113,056 

($1,023,685) 

$2,330,546 

{1,050.824 

$17,233,377 

($5,905,324) 

$9,709,014 

%  lnatase(Dcx3case)ovcr  PY 

-3.30S 

1793% 

7  19% 

4  90% 

-4  30% 

1022% 

418% 

65  83% 

■1360% 

25  89% 

Diesel  Tax  Revenues  as 

%  of  TottI  Fuel  Tax  Revenues 

21  61% 

21  00% 

22  35% 

2245% 

21.94% 

23.28% 

22  62% 

28  56% 

23.88% 

27.55% 

TOTAL  FUEL  TAX  REVENUES 

{83.110.332 

{100.860.598 

$101,624,892 

$106,104,314 

$103,923.0(M 

$107,953,836 

{1 15,713.604 

{152.007.246 

$157,044,267 

$171,363,366 

Pnof  Year  Revenue  Level 

79.058.464 

83.110.332 

100.860.598 

101.624.892 

106.104.314 

103.923.004 

107,953,836 

115.713.604 

152,007.246 

157,044.267 

lncnease<Docrcasc)  over  PY 

{4.05 1.868 

{17.750.266 

$764,294 

$4,479,422 

($2,181,310) 

$4,030,832 

$7,759,768 

{36.293.642 

$5,037,021 

$14,319,099 

%  inacasc4Dccnease)<>veT  PY 

5  13% 

21  36% 

076% 

441% 

■2  06% 

388% 

7  19% 

31  37% 

331% 

9  12% 
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Diesel  fuel  tax  revenues  have  grown  in  recent  years  as  a  percentage  of  total  fuel  tax  revenues,  contributing  nearly  28  percent 
of  total  fuel  tax  revenues  in  fiscal  1996  versus  an  average  of  22  percent  from  fiscal  1987  through  1993. 

Summarv 

Current  projections  indicate  a  rapidly  declining  cash  balance  in  the  HSRA  account,  bringing  into  question  the  continued 
solvency  of  this  account.  Using  current  revenue  and  expenditure  assumptions,  the  account  will  decline  to  only  $1 .7  million 
at  the  end  of  the  1995  biennium  to  a  negative  $9.5  million  in  fiscal  2000  and  drop  to  a  negative  $22.5  million  in  fiscal  2001 . 
In  an  effort  to  partially  address  this  situation,  the  1997  legislature  removed  a  portion  of  Motor  Vehicle  Division  funding  from 
the  HSRA  account  and  also  passed  HB  610,  which  provides  for  an  interim  study  of  highways  financing  needs,  available 
revenues,  and  other  relevant  issues.  The  1999  legislature  will  need  to  assess  what  measures  will  be  necessary  to  stabilize  this 
account.  Options  could  include  a  fliel  tax  increase,  budget  reductions  in  various  highways  programs,  funding  switches,  or 
a  combination  of  these  measures. 

Federal  Highway  Funds  -  ISTEA  and  NEXTEA 

Federal  highway  funds  provide  a  significant  portion  of  Montana's  highway  program  funds.  The  Intermodal  Surface 
Transportation  Efficiency  Act  (ISTEA)  is  the  federal  transportation  bill  which  provides  federal  highway  funding  to  states. 
The  bill  was  authorized  for  a  period  of  6  years  and  is  due  for  reauthorization  in  October  1997.  Among  other  things,  the 
newly-drafted  federal  transportation  bill,  known  as  NEXTEA  or  the  National  Economic  Crossroads  Transportation 
Efficiency  Act  of  1997,  proposes  a  $175  billion  national  surface  transportation  program  from  fiscal  year  1998  through  fiscal 
year  2003.  The  bill,  which  is  programmatically  very  similar  to  its  predecessor,  contains  increases  in  ftinding  for  safety- 
related  highway  programs  as  well  as  technological  improvements  to  enhance  systems  integration.  Federal  funding  formulas 
have  been  revised,  in  part  due  to  the  growing  debate  regarding  "donor"  and  "donee"  states.  Donor  states  are  those  states 
which  contribute  more  federal  gas  tax  revenues  than  they  are  allocated  in  federal  aid  highway  funds.  Conversely,  donee  states 
receive  more  federal  highway  funds  than  they  contribute.  Montana,  a  donee  state,  contributes  $1  dollar  for  every  $2  dollars 
it  receives  in  federal  highway  funds.  The  federal  apportionment  to  Montana,  under  the  funding  formulas  contained  within 
the  bill,  would  provide  Montana  with  an  average  of  $174  million  annually  in  federal  aid  funds.  This  represents  a  10  percent 
increase  in  federal  highway  funds  available  to  the  state  when  compared  with  the  ISTEA's  previous  apportionment,  which 
averaged  $159  million  annually.  As  stated,  the  cash  flow  projections  in  Table  1  assume  federal  funds  of  $155  million  for 
purposes  of  projecting  construction  projects. 

In  order  for  the  state  to  obtain  additional  available  federal  highway  funds,  the  aggregate  state  match  amount  will  need  to . 
increase.  With  current  cash  flow  projections  in  the  HSRA  account,  the  department's  ability  to  maximize  available  federal 
funds  may  be  questionable. 

Other  Legislation 

Senate  Bill  29  -  SB  29  generally  revised  the  motor  carrier  laws,  with  a  change  in  a  number  of  fee  structures  including:  1) 
eliminating  the  special  permit  for  a  vehicle  exceeding  a  gross  weight  of  80,000  pounds;  2)  eliminating  the  special  permit  for 
a  crane;  3)  increasing  the  weight  fees  for  vehicles  weighing  in  excess  of  80,000  pounds;  4)  increasing  the  alternative  gross 
weight  fees  for  certain  vehicles  weighing  in  excess  of  78,001  pounds;  5)  increasing  the  fees  on  certain  vehicles  licensed  in 
other  states;  and  6)  eliminating  the  temporary  cash  compliance  bond  for  special  fuel  users.  The  estimated  fiscal  impact  is 
a  reduction  in  revenues  of  $166,000  each  year  of  the  biennium. 
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House  Bill  63  -  Per  the  legislature's  passage  of  HB  63,  the  Consumer  Affairs  program  in  the  Department  of  Commerce  has 
responsibility  for  compliance  and  enforcement  of  the  provisions  of  the  New  Vehicle  Warranty  Act  or  "Lemon  Law".  State 
special  revenue  from  a  portion  of  new  car  sales  tax  revenues  will  fund  this  function.  This  reallocation  of  GVW  fees  is 
estimated  to  reduce  to  the  highways  special  revenue  account  by  $62,000  each  fiscal  year. 

Senate  Bill  129  -  This  bill  revises  GVW  fees  for  log  loaders.  The  amended  statute  defines  log  loaders  as  "special  mobile 
equipment"  for  registration  purposes.  The  net  impact  of  this  legislation  is  estimated  to  reduce  revenues  to  the  highways 
special  revenue  account  (HSRA)  by  $9,500  each  year  of  the  biennium. 

Senate  Bill  188  -  This  bill  provides  for  rules  governing  the  seizure  of  fuel  which  is  improperly  imported  into  the  State  of 
Montana.  The  department  estimates  that  additional  fee  revenues  to  the  HSRA  account,  from  applicable  taxes,  fees,  and 
penalties  will  total  $5,400  in  the  biennium. 

House  Bill  320  -  The  legislature  passed  HB  320  which  clarifies  the  costs  for  which  the  Department  of  Transportation  (MDT) 
is  responsible  when  highway  construction  requires  utility  relocation.  The  bill  also  eliminates  the  requirement  that  the 
department  hold  a  public  hearing  to  determine  the  necessity  of  facility  relocation.  Additionally,  small  towns  would  no  longer 
pay  for  25  percent  of  the  relocation  costs  of  their  water  or  sewer  facility  systems,  and  MDT  would  pay  the  full  cost.  The 
estimated  annual  engineering  cost  savings  to  the  department  is  $509,700  each  year  of  the  biennium.  The  department's 
appropriation  in  HB  2  was  reduced  to  reflect  this  change.  These  costs  will  be  primarily  shifted  to  public  utility  companies. 

House  Bill  610  -  Due  to  the  legislature's  concern  regarding  a  rapidly  declining  cash  balance  in  the  highways  special  revenue 
account  and  projections  of  a  deficit  in  the  account  in  the  2001  biennium,  HB  610  was  passed  to  authorize  an  interim  study 
of  the  state's  highways  needs,  fiinding  mechanisms,  revenues  and  expenditures  from  the  account,  and  other  relevant  issues. 
The  bill  provides  for  a  biennial  appropriation  of  $25,000  to  be  funded  from  the  HSRA  account. 
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Executive 

Legislative 

Leg.  -Exec. 

Biennium 

Base 

Budget 

Budget 

Budget 

Difference 

Budget 

Budget 

Difference 

Difference 

Budget  hem 

Fiscal  1996 

Fiscal  1998 

Fiscal  1998 

Fiscal  1998 

Fiscal  1999 

Fiscal  1999 

Fiscal  1999 

Fiscal  98-99 

FTE 

1,778.81 

1.834.17 

1.842.16 

7.99 

1.821.61 

1,819.61 

(2.00) 

7  99 

Personal  Services 

63.957.795 

67,269,810 

68.034.421 

764.611 

66.921.212 

67.543,411 

622,199 

1,386,810 

Operating  Expenses 

232.389.385 

271.102,146 

271.649.908 

547.762 

252.557.829 

252,455,323 

(102,506) 

445.256 

Equipment 

2,334.262 

2,964,571 

2.674,571 

(290.000) 

1.854.260 

1,674.260 

(180,000) 

(470,000 

Capital  Projects 

4,172.494 

4.867,539 

4.867.539 

4.866.939 

4.866.939 

Local  Assistance 

249.800 

250,000 

250,000 

250.000 

250.000 

Grants 

3,078.194 

7,641,780 

3.641.184 

(4,000,596) 

7,412,173 

3.411,577 

(4,000,596) 

(8,001,192 

Transfers 

17,115 

19.000 

19,000 

19,000 

19.000 

Debt  Service 

5.013 

7,895 

7.895 

7,895 

7.895 

Total  Costs 

$306,204,058 

$354,122,741 

$351,144,518 

($2,978,223)  $333,889,308 

$330,228,405 

($3,660,903) 

($6,639,126 

General  Fund 

249,800 

250.000 

250,000 

250.000 

250,000 

State/Other  Special 

135.726,710 

164.650.570 

167.611.830 

2.961,260 

165.630.097 

166,191,771 

561,674 

3,522,935 

Federal  Special 

170,227,548 

189.222.171 

183,282,688 

(5,939,483) 

168.009.211 

163,770,267 

(4,238,944) 

(10,178,428 

Proprietary 

16,367 

16,367 

16.367 

Total  Funds 

$306,204,058 

$354,122,741 

$351,144,518 

($2,978,223)  $333,889,308 

$330,228,405 

($3,660,903) 

($6,639,126 
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Executive  Budget  Comparison 

The  differences  between  the  Executive  Budget  and  the  legislative  budget  ($6.6  million)  are  primarily  due  to  legislative  action 
on  the  additional  appropriation  requests  brought  forward  by  the  department  that  were  not  included  in  the  Executive  Budget. 
These  additional  requests  and/or  changes  requested  by  the  department  increased  highways  special  revenue  funding  of  the 
agency  by  a  total  of  $3.5  million  in  the  1999  biennium  and  reduced  federal  highways  funding  by  a  total  of  $10.2  million  for 
a  net  budget  reduction  of  $6.6  million.  Included  in  the  increase  is  $225,887  of  state  special  revenue  over  the  biennium  which 
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1998 

1998 

1998 

1999 

1999 

1999 

Biennium 

Sute  SpeciaJFederal  Specia  Proprieury 

Sute  Specia: 

Federal  Specia 

Proprieury 

Touls 

Agencywide  issue 

Longevity  Correction 

$114,069 

$111,818 

$225,887 

Fully  fund  filled  new  positions  in 

FY98 

105.233 

10,323 

(2.034) 

(8,137) 

105,385 

Subtotal 

$219,302 

$10,323 

$109,784 

($8,137) 

$331,272 

General  Operations  (01) 

HB  188 -Debt  Service* 

$186,815 

$84 

$16,367 

$203,266 

Cadastral  Mapping 

$75,000 

$50,000 

$125,000 

Public  Safety  Radio 

24,375 

24.375 

48,750 

Revenue  Sharing 

1,400,000 

0 

1,400,000 

Agriculture  Refunds 

96,000 

32.000 

128,000 

Reduce  NP  #5  IT  Equipment  &  FTE 

(100,000) 

(100.000) 

(200,000) 

Subtotal 

$1,495,375 

$193,190 

$84 

$16,367 

$1,705,016 

Construction  (02) 

Eliminate  overstated  FTE  requests 

($13,818) 

($55,266) 

($18,423) 

($73,689) 

($161,196) 

Equipment  rental  for  core  drill 

7,766 

7.197 

8.175 

6.917 

30,055 

Construction  reclassifications 

171,930 

128,070 

184,950 

138.050 

623,000 

Emergency  Relief  Funds 

116,724 

972,686 

576,418 

2.716.329 

4,382,157 

Augment  SOS  Program 

1.318.000 

1,318,000 

HB  320-Reduced  Utility  Relocation  Costs 

(101.900) 

(407,800) 

(101.900) 

(407.800) 

(1.019,400) 

10%  Equipment  Reduction 

(247.120) 

(42,880) 

(135.520) 

(44.480) 

(470,000) 

Reduce  overstated  CTEP  request 

(500.000) 

(2,500,000) 

(500,000) 

(2.500.000) 

(6.000,000) 

Subtotal 

$751,582 

($1,897,993) 

$13,700 

($164,673) 

($1,297,384) 

Motor  Carrier  Srvs.  (22) 

Reclassification  of  84  FTE 

$245,000 

$245,000 

$490,000 

Subtoul 

$245,000 

$245,000 

$490,000 

Aeronautics  Division  (40) 

Withdrawal  of  request  for  federal  grant  funds 

($4,051,812) 

($4,066,218) 

($8,118,030) 

Subtoul 

($4,051,812) 

($4,066,218) 

($8,118,030) 

Transportation  Planning  (50) 

Add  McCarty  Farms  Biennial  Approp. 

$200,000 

$200,000 

Agriculnire/MDT  consultant  svsc. 

R/B 

50,000 

50,000 

Subtoul 

$250,000 

$250,000 

Total  Adjustments  to  Executive  Budget 

$2,961,259 

($5,939,482) 

$0 

$561,674 

($4,238,944) 

$16,367 

($6,639,126) 
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was  added  to  correct  an  Executive  Budget  error  in  the  calculation  of  longevity.  The  reduction  in  federal  funds  is  the  net 
result  of:  1)  the  elimination  of  federal  grant  authority  of  $8.1  million  in  the  Aeronautics  Division;  2)  a  $5.0  million  reduction 
in  the  Community  Transportation  Enhancement  Program  in  the  Construction  Program;  3)  an  $800,000  reduction  in  utility 
relocation  costs;  and  4)  a  $4.4  million  increase  in  emergency  relief  funds.  Table  3  provides  an  account  of  legislative  action 
which  added  to  or  reduced  the  Executive  Budget.  Additional  detail  is  provided  in  the  program  narratives. 

Language 

"Item  2  includes  a  10%  reduction  in  equipment  totaling  $290,000  in  fiscal  year  1998  and  $1 80,000  in  fiscal  year  1999.  The 
department  may  allocate  this  reduction  among  programs." 


Department  of  Transportation  A-77  Summary 


S401  01 

Department  of  Transpo 

Program  Proposed  Budget 

rtation 

Base 

Budget 

Fiscal  1996 

PL  Base 
Adjustment 
Fiscal  1998 

New 

Proposals 

Fiscal  1998 

Total 
Leg.  Budget 
Fiscal  1998 

General  Operati 

PL  Base 
Adjustment 
Fiscal  1999 

ons  Program 

New 

Proposals 

Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  98-99 

Budget  Item 

FTE 

136.27 

7.50 

143.77 

8.00 

144.27 

143.77 

Personal  Services 
Operating  Expenses 
Equipment 
Grants 
Debt  Service 

4,769,131 

4,409,322 

643,022 

2,177 

126,675 

1,435,027 

172,516 

75,000 

23 

249,727 

1,987,768 

196,000 

5.145,533 

7,832,117 

1,011,538 

75.000 

2,200 

137,299 

1,417,677 

89,516 

75,000 

23 

265,123 
702,034 
196.000 

5,171,553 

6,529,033 

928,538 

75,000 

2,200 

10,317,086 

14,361,150 

1,940.076 

150,000 

4,400 

Total  Costs 

$9,823,652 

$1,809,241 

$2,433,495 

$14,066,388 

$1,719,515 

$1,163,157 

$12,706,324 

$26,772,712 

State/Other  Special 
Federal  Special 
Proprietary 

9,617,894 
205,758 

1,628,225 
181,016 

2,410,789 
22,706 

13,656,908 
409,480 

1,539.788 
179.727 

1,124,000 
22,790 
16,367 

12,281,682 

408,275 

16,367 

25,938,591 

817,754 

16.367 

Total  Funds 

$9,823,652 

$1,809,241 

$2,433,495 

$14,066,388 

$1,719,515 

$1,163,157 

$12,706,324 

$26,772,712 

Program  Description 

The  General  Operations  Program  provides  the  administrative  support  services  for  the  department,  including  general 
administration  and  management,  accounting  and  budgeting,  public  affairs,  computer  systems  support,  personnel,  and 
administration  of  motor  fiiel  taxes.  General  operations  is  mandated  and/or  governed  by  more  than  40  state  and  federal  laws 
and  mandates,  the  most  significant  of  which  are  listed  in  the  Governor's  Budget,  Volume  8. 


Funding 

Funding  for  general  operations  is  primarily 
from  highway  special  revenues.  Federal 
Highway  Administration  funds  comprise  3 
percent  of  total  funding,  which  is  available  for 
certain  program  functions,  primarily  the  Civil 
Rights  Bureau,  Safety  and  Training  Bureau,  and 
public  information  functions. 

Present  Law 

4)  PCS.  Servers.  &  Media  Storage  -  The 
legislature  approved  a  net  increase  in 
replacement  computer  equipment  from  the 
fiscal  1996  level.  Total  expenditures  consist  of 
$616,562  in  fiscal  1998  and  $608,562  in  fiscal 
1999  in  highways  special  revenue  and  $19,488 
each  year  in  federal  highway  administration 
fiands.  Funding  is  for  the  replacement  of  older 
personal  computers,  replacement  and  expansion 
of  network  server  capacity,  and  expansion  of 
data  storage  capacity. 
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Adjustments 

Adjustments 

Present  Law  Description 

Fiscal  1998 

Fiscal  1999 

Statewide  Present  Law  Adjustments 

133,545 

143,855 

01 

Personal  Services 

02 

Inflation  /  Deflation 

(101.126) 

(143,532) 

03 

Fixed  Costs 

477.252 

608,106 

Total  Statewide  AdjustmetUs 

$509,671 

$608,429 

Significant  Present  Law  Adjustments 

25.930 

17,930 

04 

79199 

Pes.  Servers.  &  Media  Storage 

05 

91001 

Overtime  &  Differential  Pay 

(19,094) 

(18,780) 

06 

91002 

Computer  System  Applications 

375.000 

375,000 

D7 

91003 

Technical  Training 

164,112 

164,112 

08 

91004 

Maintenance  Contract 

108.530 

108,530 

09 

91005 

Dyed  Fuel  Lab  Testing 

74,053 

74,053 

10 

91006 

Highway  Maps 

65,001 

(64,999) 

11 

91007 

Leased  Copiers 

41,280 

41.280 

12 

91008 

Commission  Meeting  Notices 

37,800 

37.800 

13 

91015 

Compliance  Review  -  Contracted 

109,000 

109.000 

14 

91020 

Replace  Bindery  Equipment 

71,586 

71.586 

15 

91666 

Longevity  Correction 

12,224 

12,224 

Total  Significant  PL  Adjustments 

$1,065,422 

$927,736 

Other  Base 

Adjustments 

$234,148 
$1,809,241 

$183,350 
$1,719,515 

Grand  Total  Present  Law  Adjustments 

A-78 


General  Operations  Program 


Department  of  Transportation  General  Operations  Program 

5)  Overtime  and  Differential  Pay  -  This  adjustment  reflects  a  reduction  to  the  base  of  $19,094  in  fiscal  1998  and  $18,780 
in  fiscal  1999  due  to  a  reduced  level  of  overtime  and  differential  pay.  It  is  funded  by  the  highways  special  revenue  account. 
Differential  pay  compensates  staff  for  filling  in  and  taking  over  duties  until  vacant  positions  are  filled. 

6)  Computer  System  Applications  -  An  increase  of  $375,000  each  year  of  the  biennium  was  approved,  funded  by  highways 
special  revenue,  for  contracted  services  related  to  additional  computer  systems  applications. 

7)  Technical  Training  -  The  legislature  approved  an  increase  of  $164,1 12  each  year,  which  includes  $104,209  in  federal 
highways  administration  funds,  for  the  purchase  of  consultant  services  to  provide  technical  training  in  the  areas  of 
construction,  accounting,  and  office  management.  The  remainder  of  the  increase  consists  of  $59,903  in  highways  special 
revenue  for  training  in  personnel  issues,  professional  technical  workshops,  and  computer  and  network  applications. 

8)  Maintenance  Contract  -  The  increase  of  $108,530  in  highways  special  revenue  each  year  represents  the  annual ization  of 
a  full  service  maintenance  contract  for  high  volume  copiers. 

9)  Dyed  Fuel  Lab  Testing  -  The  increase  of  $74,053  in  highways  special  revenue  each  year  is  for  an  increased  level  of 
contracted  service  payments  to  the  Department  of  Public  Health  and  Human  Services  for  laboratory  testing  of  dyed  fuel 
samples.  Expenditures  in  fiscal  1996  were  $4,947.  A  similar  appropriation  was  established  in  the  Department  of  Public 
Health  and  Human  Services  and  results  in  duplication  of  authority. 

10)  Highway  Maps  -  The  increase  of  $65,001  in  fiscal  1998  in  highways  special  revenue  is  for  the  purchase  of  Montana 
highway  maps  through  a  contract  with  Travel  Montana  in  the  Department  of  Commerce.  The  acquisitions  occur  primarily 
in  the  first  year  of  the  biennium.  Accordingly,  there  is  a  decrease  of  $64,999  below  the  base  year  in  fiscal  1999.  The 
legislature  designated  this  item  as  a  biennial  appropriation. 

1 1 )  Leased  Copiers  -  The  increase  of  $4 1 ,280  in  each  year  of  the  biennium  reflects  the  costs  of  a  new  lease  agreement  for 
engineering  scale  copiers.  Funding  is  from  highways  special  revenue. 

12)  Commission  Meeting  Notices  -  The  legislature  approved  an  increase  of  $37,800  each  year  in  highways  special  revenue 
to  publish  notices  of  upcoming  Montana  Transportation  Commission  meetings  in  newspapers  across  the  state. 

13)  Compliance  Review-Contracted  -  The  legislature  approved  the  addition  of  $109,000  each  year  in  highways  special 
revenue  funds  to  continue  the  process  of  contracting  for  specific  audit  activities  to  reduce  the  existing  backlog  of  audits 
required. 

14)  Replace  Bindery  Equipment  -  The  increaseof  $71,586  each  year  in  highways  special  revenue  is  for  costs  associated  with 
a  new  publishing  system,  particularly  replacement  of  two  pieces  of  support  equipment  (the  hole  drill  and  power  paper  cutter). 

15)  Longevity  Correction  -  This  addition  corrects  a  miscalculation  of  longevity  payments  in  the  initial  determination  of 
present  law  personal  services.  If  longevity  had  been  correctly  calculated,  these  funds  would  have  been  included  in  the 
statewide  adjustments  above. 
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^gislative  Budget  New  Proposals 

Fiscal  1998 

Fiscal  1999 

(jeneral                Other 

Total 

(ieneral 

T)ther 

total 

New  Proposal  Description 

FTE 

Fund                 Funds 

Funds 

FTE 

Fund 

Funds 

Funds 

01 

Road  Report  Fte 

1.00 

28,382 

28,382 

1.00 

28,382 

28,382 

02 

Edp  And  Performance  Auditors 

0.75 

88,863 

88,863 

1.00 

95,970 

95,970 

03 

Motor  Fuel  Tax  Audits 

90,850 

90,850 

90,850 

90,850 

04 

Tribal  And  Intergovernmental 

1.00 

47,586 

47,586 

1.00 

47,586 

47,586 

35 

It  Equipment  And  Support 

2.00 

491,243 

491,243 

2.00 

491,243 

491,243 

06 

Revenue  Sharing-Lockheed 
Martin  Ims 

1,400,000 

1,400,000 

07 

Cadastral  Mapping 

75,000 

75,000 

50,000 

50,000 

08 

Public  Safety  Radio 

24,375 

24,375 

24,375 

24,375 

09 

Centfal  Rev  Collection(Ag 
Fuel) 

96.000 

96,000 

32,000 

32,000 

10 

Hb  188  ■  Debt  Service 

203,266 

203,266 

11 

Management  Information 
Systems 

2.75 

91,196 

91,196 

3.00 

99,485 

99,485 

Total  For  New  Proposals 

7.50 

$2,433,495 

$2,433,495 

8.00 

$1,163,157 

$1,163,157 

New  Proposals 

1)  Road  Report  FTE  -  The  legislature  approved  1.00  FTE  and  funding  of  $5,676  highways  special  revenue  and  $22,706 
federal  highway  administration  funds  each  year  for  a  winter  road  report  and  summer  construction  reporting  function.  The 
function  currently  operates  seven  days-a-week  with  part-time,  private,  temporary  employees  covering  early  and  late  reports, 
weekends,  holidays,  and  much  of  the  routine  reporting  requirements. 

2)  EDP  and  Performance  Auditors  -  The  legislature  approved  0.75  FTE  and  $88,863  in  fiscal  1998  and  1.00  FTE  and 
$95,970  in  fiscal  1999  from  highways  special  revenue  funds  to  establish  an  electronic  data  processing  (EDP)/automated 
systems  audit  position.  The  position  will  provide  internal,  external,  and  motor  fuel  tax  audit  support  for  the  department's 
automated  accounting  and  financial  systems. 

3)  Motor  Fuel  Tax  Audits  -  This  new  proposal  adds  $90,850  each  year  in  highways  special  revenue  funds  for  contracted 
internal,  consultant,  and  utility  audits.  The  audit  emphasis  will  focus  on  more  complex  and  financially-significant  audits  with 
goals  to  increase  compliance  with  motor  fiiel  tax  laws. 

4)  Tribal  and  Intergovernmental  -  The  legislature  approved  1 .0  FTE  funded  with  highways  special  revenue  funds  to  represent 
the  department  and  coordinate  transportation  planning  and  project  development  activities  with  tribal  governments.  Duties 
include  keeping  the  department  in  legal  compliance  with  regard  to  informing  and  maintaining  working  relationships  with 
tribal  governments. 

5)  IT  Equipment  and  Support  -  This  item  provides  highways  special  revenue  fiinds  to  continue  expansion  of  the  department 
computer  systems  and  networks.  It  includes  2.0  new  FTE  to  provide  assistance  and  training  to  department  staff  The 
remainder  provides  funding  for  contract  services  for  remote  computer  software  installations,  hardware  upgrades,  systems 
support,  network  support,  and  acquisition  of  new  software. 
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6)  Revenue  Sharing-Lockheed  Martin  IMS  -  The  legislature  approved  the  department's  request  for  $1.4  million  in  state 
special  revenue  spending  authority  to  distribute  potential  revenues  to  the  vendor  per  a  revenue  sharing  contract.  The  vendor 
will  receive  payments  if  a  system  it  designs  generates  additional  revenues.  This  appropriation  is  designated  as  a  restricted 
biennial  appropriation. 

7)  Cadastral  Mapping  -  The  legislature  approved  state  highways  special  revenue  of  $75,000  in  fiscal  1998  and  $50,000  in 
fiscal  1999  to  fund  the  MDT  share  of  a  multi-agency  project.  The  project  proposes  to  create  a  digital  map  of  all  property 
parcels  in  Montana.  The  lead  agency  on  the  project  is  the  Information  Services  Division  of  the  Department  of 
Administration. 

8)  Public  Safety  Radio  -  The  legislature  approved  $24,375  in  each  year  of  the  biennium  from  highways  special  revenue  to 
fund  the  department's  allocated  share  of  the  statewide  public  safety  radio  project.  The  project  will  develop  a  statewide  radio 
system  which  would  allow  state  and  local  government  officials  to  communicate  and  to  disseminate  information  to  the  public 
during  an  emergency.  The  lead  agency  is  the  Information  Services  Division  of  the  Department  of  Administration. 

9)  Central  Revenue  Collection  (Ag  FueH  -  The  legislature  approved  $96,000  in  fiscal  1998  and  $32,000  in  fiscal  1999  of 
highways  special  revenue  spending  authority  to  provide  for  agriculture-related  fuel  tax  refunds. 

10)  HB  188  -  Debt  Service/Operating  Expenses  for  Information  Technology  Bonding  -  The  legislature  authorized  the  sale 
of  $43.0  million  in  bonds  and  appropriated  the  proceeds  to  six  agencies  for  various  information  technology  projects  (see 
section  F  for  a  complete  analysis  of  this  legislation).  All  agencies  were  provided  appropriations  in  fiscal  1999  to  pay 
additional  debt  service  costs  through  the  statewide  and  state  fund  cost  allocation  plans,  and  increased  warrant  writing  and 
payroll  service  fees.  This  adjustment  adds  $186,815  in  highways  state  special  revenue,  $84  in  federal  special  revenue,  and 
$16,367  in  proprietary  funds  in  fiscal  1999  for  this  purpose. 

1 1)  Management  Information  Systems  -  The  legislature  approved  funds  for  2.75  FTE  in  fiscal  1998  and  3.00  FTE  in  fiscal 
1999  from  highways  special  revenue  funds  to  continue  the  development  and  support  of  information  systems  related  to  the 
department  transportation  information  system  (TIS),  Intermodal  Surface  Transportation  Efficiency  Act  (ISTEA)  management 
systems,  and  roadway  imaging  systems.  Phase  two  of  the  base  TIS  system  has  been  completed,  with  phases  three  and  four 
scheduled  for  completion  in  July,  1997.  Once  the  base  TIS  system  is  completed,  the  department  will  have  replaced  the  legacy 
(mainframe-based)  system  with  a  client/server  Oracle-based  system. 
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Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget 

Adjustment 

Proposals 

Leg.  Budget 

Adjustment 

Proposals 

Leg.  Budget 

Leg.  Budget 

Budget  Item 

Fiscal  1996 

Fiscal  1998 

Fiscal  1998 

Fiscal  1998 

Fiscal  1999 

Fiscal  1999 

Fiscal  1999 

Fiscal  98-99 

KIH 

881.03 

21.60 

7.25 

909.88 

(2.20) 

8.00 

886.83 

909.88 

Personal  Services 

30,309,670 

2,716,887 

228,886 

33.255,443 

2,098,797 

253,169 

32,661,636 

65,917,079 

Operating  Expenses 

192,328.346 

24,092,715 

1,187,411 

217,608,472 

4,895,354 

3,390,748 

200,614,448 

418,222,920 

Equipment 

867,572 

(496,297) 

322,300 

693,575 

(488,347) 

81,345 

460,570 

1,154,145 

Capital  Projects 

4,139,315 

628,224 

4,767,539 

627,624 

4.766,939 

9,534,478 

Grants 

160,864 

(50,864) 

110,000 

(50,864) 

110,000 

220,000 

Debt  Service 

2,836 

2,859 

5,695 

2,859 

5,695 

11,390 

Total  Costs 

$227,808,603 

$26,893,524 

$1,738,597 

$256,440,724 

$7,085,423 

$3,725,262 

$238,619,288 

$495,060,012 

State/Other  Special 

62,733,248 

16,323,857 

558,589 

79,615,694 

17,192,470 

795,471 

80,721,189 

160,336,883 

Federal  Special 

165,075,355 

10,569,667 

1,180,008 

176,825,030 

(10,107,047) 

2,929,791 

157,898,099 

334,723,129 

Total  Funds 

$227,808,603 

$26,893,524 

$1,738,597 

$256,440,724 

$7,085,423 

$3,725,262 

$238,619,288 

$495,060,012 

Program  Description 

The  Construction  Program  is  responsible  for  construction  project  planning  and  development  from  the  time  a  project  is 
included  in  the  long-range  work  plan  through  the  actual  construction  of  the  project.  Program  responsibilities  include  such 
tasks  as  project  design,  right-of-way  acquisitions,  issuing  contract  bids,  awarding  contracts,  and  administering  construction 
contracts.  Contract  administration  is  the  supervision  of  highway  construction  projects  from  the  time  the  contract  is  awarded 
to  a  private  contractor  until  the  project  is  completed  and  the  work  approved  as  meeting  established  construction  standards. 
The  Construction  Program  is  mandated  and/or  governed  by  section  60-2-201,  MCA,  and  23  USC  114. 

Funding 

The  federal-aid  construction  program,  including  preconstruction,  is  funded  with  highway  state  special  revenues  and  matching 
federal  highway  administration  grants,  at  an  average  federal  match  rate  of  approximately  86  percent.  The  100  percent  state- 
funded  construction  program  (formerly  known  as  the  Reconstruction  Trust  Fund  program)  is  funded  with  highway  special 
revenues.  The  construction  program  in  total  is  funded  with  32  percent  state  highways  special  revenue  and  68  percent  federal 
revenue.  Fuel  taxes,  which  include  the  gasoline  fuel  tax  and  diesel  fuel  tax,  comprise  the  majority  of  state  highways  funds. 

Present  Law 

4)  Replacement  Equipment  PCS  -  The  legislature  approved  an  increase  in  highways  special  revenue  funds  to  replace  110 
personal  computers  and  printers  throughout  the  program,  including  field  offices. 

5)  Construction  Workload  -  The  increases  ($6,544,01 1  in  highways  special  revenue  and  $19,383,134  in  federal  highways 
administration  funds  in  fiscal  1998  and  $2,287,301  in  highways  special  revenue  and  $6,075,774  in  federal  highways 
administration  funds  in  fiscal  1999)  are  for  expanded  highway  construction  activities.  The  increase  corresponds  to 
construction  project  activities  projected  by  the  MOOT  Project  Cost  Scheduling  System,  which  used  engineers'  estimates, 
work-type,  and  let  dates  for  each  project  to  arrive  at  the  anticipated  fiscal  expenditure.  Significant  contributors  to  the  increase 
are  contractor  payments  ($20,607,523  in  fiscal  1998  and  $3,522,600  in  fiscal  1999)  and  the  Community  Transportation 
Enhancement  Program  (CTEP)  ($2,210,556  in  fiscal  1998  and  $2,085,414  in  fiscal  1999).  The  remainder  is  comprised  of 
operating  expenditures  directly  related  to  contractor  payment  activities  and  for  land  acquisition,  right-of-way,  and 


Department  of  Transportation 


A- 82 


Construction  Program 


Department  of  Transportation 


Construction  Program 


S4(ji  o: 

Department 

of  Transportation 

Present  Law 

Adjustments 

Coiutruction  Program 

Adjustments 

Adjustments 

Present  Law 

Description 

Fiscal  1998 

Fiscal  1999 

Statewide  Present  Law  Adjustments 

1.802,741 

1,880,299 

01 

Personal  Services 

02 

Inflation  /  Deflation 

35.895 

26.478 

03 

Fixed  Costs 

7.122 

7.122 

Total  Statewide  Adjustments 

$1,845,758 

$1,913,899 

Significant  Present  Law  Adjustments 

191,325 

121,125 

04        79199 

Replacement  Equipment  Pc'S 

35       9I00I 

Construction  Workload 

25,927,145 

8,363,075 

06       91002 

Permanent  Aggregate  Positions 

166,009 

41,326 

V       91003 

Overtime/Differential/Per  Diem 

226,611 

210,987 

08       91035 

Replacement  Equipment 

(160,736) 

(192.586) 

09       91100 

Equipment  Reduction 

(290,000) 

(180.000) 

10       91101 

County  Secondary  Program 

1,318,000 

0 

11        91666 

Longevity  Correction 

53,893 

53,017 

12       91999 

Cms  Fte  Adjustment 

448,074 

(385,654) 

Total  Significant  PL  Adjustments 

$27,880,321 

$8,031,290 

Other  Base 

Adjustments 

($2,832,555) 
$26,893,524 

($2,859,766) 
$7,085,423 

Gmnd  Total  Present  Law  Adjustments 

condemnation  activities.  The  amounts 
requested  for  contractor  payments  were  reduced 
by  12  percent  to  correlate  with  the  average 
reversion  percentage  history  over  the  past  three 
fiscal  years.  The  appropriation  for  the  100 
percent  state  funded  construction  program 
(formerly  known  as  the  Reconstruction  Trust 
Fund  (RTF)  program)  is  included  in  the 
Construction  Program  workload.  The 
legislature  approved  $28.1  million  in  fiscal 
1998  and  $37.5  million  in  fiscal  1999  for  state- 
funded  construction. 

6)  Permanent  Aggregate  Positions  -  The 
increases  ($95,140  in  highways  special  revenue 
and  $70,869  in  federal  funds  in  fiscal  1998,  plus 
$23,663  in  highways  special  revenue  and 
$17,663  in  federal  funds  in  fiscal  1999)  are  due 
to  a  net  adjustment  in  the  total  funding  of 
permanent  aggregate  positions.  The  personal 
services  "snapshot"  computes  the  budgeted 
amount  for  aggregate  FTE  based  upon  the  pay 
level  for  the  last  person  employed  in  the 
aggregate  position.  The  net  adjustment  is  based 

upon  the  difference  between  the  amount  calculated  by  the  department's  consolidated  manpower  estimating  system  and  the 
amount  calculated  for  the  personal  services  "snapshot". 

7)  Overtime/Differential/Per  Diem  -  The  net  increase  of  $129,871  in  highways  special  revenue  and  $96,740  in  federal 
highway  administration  funds  in  fiscal  1998  is  for  projected  overtime  expenditures  related  to  project  cost  scheduling, 
historical  averages  for  differential  pay,  and  1997  budgeted  levels  for  Transportation  Commission  members'  per  diem.  The 
increase  for  fiscal  1999  is  composed  of  $120,81 1  from  highways  special  revenue  and  $90,176  in  federal  funds. 

8)  Replacement  Equipment  -  The  legislature  provided  funding  in  fiscal  1998  for  replacement  equipment  of  $469,950  (a  net 
reduction  of  $160,736  from  fiscal  1996),  which  includes:  1)  Computer  Aided  Drafting  and  Design  (CADD)  equipment  such 
as  plotters  and  disk  storage,  in  the  amount  of  $26,400;  2)  laboratory  and  field  office  equipment  including  meters,  ovens, 
specialized  gauges,  and  survey  items  for  conducting  soil  testing  and  mix  evaluation,  in  the  amount  of  $251,050;  and  3)  1 1 
compactors  to  compact  plant  mix  specimens  for  the  Strategic  Highway  Research  Program  (SHRP),  in  the  amount  of 
$192,500.  Replacement  equipment  for  fiscal  1999  is  a  net  reduction  of  $192,586  from  the  base  and  includes  $96,200  for 
CADD  equipment  and  $341,900  for  the  continuing  replacement  of  other  equipment  similar  to  fiscal  1998. 

9)  Equipment  Reduction  -  The  legislature  approved  a  10  percent  reduction  in  the  agency's  requested  equipment  budget  and 
which  can  be  allocated  among  program  at  the  department's  discretion  (see  relevant  language  in  the  "Language"  section). 
The  reduction  of  $290,000  in  fiscal  1998  and  $180,000  in  fiscal  1999  involves  a  total  of  $382,640  in  highway  state  special 
revenue  funds  and  $87,360  in  federal  special  revenue  over  the  biennium. 

10)  County  Secondary  Program  -  The  legislature  appropriated  additional  funds  to  augment  the  department's  budget  for  the 
secondaries  program  (Save  Our  Secondaries  program). 
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1 1)  Longevity  Correction  -  This  addition  corrects  a  miscalculation  of  longevity  payments  in  the  initial  determination  of 
present  law  personal  services.  If  longevity  had  been  correctly  calculated,  these  funds  would  have  been  included  in  the 
statewide  adjustments  above. 

12)  Construction  Management  System  FTE  Adjustment  -  The  legislature  approved  20.60  additional  FTE  in  fiscal  1998  based 
on  projected  staffing  needs  for  an  expanded  construction  schedule.  These  positions  are  funded  through  $1 13,497  in  highways 
special  revenue  and  $334,577  in  federal  highway  funds.  Associated  operating  expenditure  increases  are  a  function  of  the 
increased  FTE  .  The  adjustment  in  fiscal  1999  is  a  decrease  of  3.20  FTE  and  a  reduction  of  $1 1 1,261  in  highways  special 
revenue  and  $274,393  in  federal  funds.  The  department  historically  has  been  authorized  by  the  legislature  to  make  such 
adjustments  to  the  present  law  budget. 
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..egislative  Budget  New  Proposals 

Fiscal  1998 

Fiscal  1999 

General               Uher 

Total 

General 

Other 

lota! 

New  Proposal  Description 

FIK 

Fund                Funds 

Funds 

FTE 

Fund 

Funds 

Funds 

Hb  320  -  Utiliiy  Relocation 

01      Costs 

(509,700) 

(509,700) 

(509,700) 

(509,700 

02      Emergency  Relief  Funds 

1,089,410 

1.089,410 

3,292,747 

3,292,747 

03      Pavement  Management  System 

194,480 

194,480 

194,480 

194,480 

Cadd  Fte;  Training  And  User 

04      Adjustment 

1.50 

61.731 

61,731 

2.00 

78.338 

78,338 

05      Ship  Binder  Tesdng/Supeipave 

157,949 

157,949 

157,949 

157,949 

06      Fte  Funding-  Civil  Engineer  Sp 

4.00 

122,819 

122,819 

4.00 

122,819 

122,819 

07      Seismic  Analysis  &  Retrofit  Of 

0.75 

109,474 

109,474 

1.00 

117,150 

117,150 

08      Paven»it  Skid  Profile 

26,775 

26,775 

26,775 

26,775 

09      Civil  Engineer  for  Constmction 

43,613 

43,613 

43,613 

43,613 

10      New  Equipment  -  General 

122,500 

122,500 

40,795 

40,795 

Community  Transportation 

11      Enhan 

1.00 

35,169 

35,169 

1.00 

35,169 

35,169 

12      Sup  New  Equipment 

78,500 

78,500 

13      Core  Drill  Hazaidous  Materials 

84,577 

84.577 

84,577 

84,577 

14      Constiucoon  Bureau  Software 

60,000 

60,000 

22,000 

22,000 

15      Pcs/Software 

61,300 

61,300 

18.550 

18,550 

Total  For  New  Proposals 

7.25 

$1,738,597 

$1,738,597 

8.00 

$3,725,262 

$3,725,262 

New  Proposals 

1)  House  Bill  320  -  Ufility  Relocation  Costs  -  Per  the  passage  of  HB  320,  the  legislature  clarified  the  costs  for  which  the 
Department  of  Transportation  is  responsible  when  highway  construction  requires  utility  relocation  and  eliminates  the 
requirement  that  the  department  hold  a  public  hearing  to  determine  the  necessity  of  facility  relocation.  Additionally,  small 
towns  would  no  longer  pay  for  a  portion  of  the  relocation  costs  of  their  water  or  sewer  facility  systems;  MDT  would  pay  the 
full  cost.  The  reduction  represents  the  estimated  annual  engineering  cost  savings  to  the  department.  These  costs  will  be 
primarily  shifted  to  public  utility  companies. 

2)  Emergency  Relief  Funds  -  The  legislature  approved  federal  emergency  relief  ftmds  not  included  in  the  original  Executive 
Budget.   Spending  authority  in  the  amounts  of  $1.1  million  in  fiscal  1998  and  $3.3  million  in  fiscal  1999  are  comprised 
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primarily  of  federal  aid  funds,  with  a  highways  special  revenue  fund  match  requirement. 

3)  Pavement  Management  System  -  The  legislature  added  $38,896  in  highways  special  revenue  and  $1 55,584  in  federal  funds 
each  year  for  consultant  services  to  adjust  to  the  changes  in  the  current  pavement  management  system  (PMS).  These  system 
improvements,  which  are  required  by  the  Federal  Highway  Administration  (FHWA)  and  the  Intermodal  Surface 
Transportation  Efficiency  Act  (ISTEA),  reflect  new  software  and  analysis  techniques  and  an  increased  workload. 

4)  CADD  FTE:  Training  and  User  Adjustment  -  The  legislature  added  1.50  FTE  in  fiscal  1998  and  2.00  FTE  in  fiscal  1999 
funded  by  highways  special  revenue  to  provide  training  and  user  support  to  Computer  Aided  Design  and  Drafting  (CADD) 
operators  in  the  department. 

5)  SHRP  Binder  Testing/Superpave  -  The  legislature  added  $37,933  in  highways  special  revenue  and  $120,016  in  federal 
highway  administration  funds  each  year  for  consultant  services  to  accomplish  the  Strategic  Highway  Research  Program 
(SHRP)  specifications  for  pavement  binder  testing  and  superpave  functions. 

6)  FTE  Funding-Civil  Engineer/Specialists  -  The  legislature  approved  the  department's  request  to  fully  fund  4.0  FTE  in  the 
1999  biennium.  The  four  positions  include:  1)  2.0  FTE  civil  engineer  specialists;  2)  an  environmental  impact  specialist,  and 
3)  a  project  biologist.  The  positions  will  serve  requirements  of  the  Montana  Pollutant  Discharge  Elimination  System 
(MPDES)  storm  water  discharge  general  permit  functions,  wetland  mitigation,  and  other  environmental  mandates. 

7)  Seismic  Analysis  &  Retrofit  of  Highway  Bridges  -  The  legislature  added  $21,895  in  highways  special  revenue  and 
$87,579  in  federal  funds  in  fiscal  1998  and  $23,430  in  highways  special  revenue  and  $93,720  in  federal  funds  in  fiscal  1999 
for  an  FTE  and  contract  services  to  implement  a  program  mandated  by  the  Intermodal  Surface  Transportation  Efficiency  Act 
(ISTEA).  The  purpose  of  the  program  is  to  perform  seismic  analysis  on  existing  bridges  that  are  at  risk  and  to  apply  current 
seismic  design  standards  to  new  bridges.  Approximately  73 1  structures  have  been  identified  as  needing  further  analysis  for 
seismic  retrofit.  Contracted  services  comprise  $86,286  each  year  of  the  above  request. 

8)  Pavement  Skid  Profile  -  The  legislature  approved  $6,959  in  highways  special  revenue  and  $19,816  in  federal  funds  each 
year  for  consultant  services  to  perform  skid  testing  of  pavements  and  construction  project  profile  acceptance  testing. 

9)  Civil  Engineer  for  Construction  -  The  legislature  approved  $5,539  in  highways  special  revenue  and  $38,074  in  federal 
funds  each  year  for  consultant  services.  The  consultant  will  coordinate  "partnering"  workshops  routinely  held  on  construction 
projects  statewide.  The  partnering  process  requires  monthly  evaluations  and  meetings  to  resolve  conflicts  and  problems  at 
the  lowest  possible  level.  The  consultant  will  assist  when  required  and  coordinate  and  write  recommendations  for  all  value 
engineering  proposals  submitted  as  part  of  the  "partnering"  process  and  on  other  projects. 

10)  New  Equipment  -  General  -  This  item  adds  $122,500  in  highways  special  revenue  in  fiscal  1998  and  $40,795  in  fiscal 
1999  for  new  equipment  for  traffic  data  collection,  core  drilling,  field  survey  mapping,  and  laboratory  instruments. 

1 1)  Community  Transportation  Enhancement  -  This  new  proposal  adds  1 .00  FTE  ($7,034  in  highways  special  revenue  and 
$28,135  in  federal  funds  each  year)  for  the  final  design  and  construction  phase  of  an  Intermodal  Surface  Transportation 
Efficiency  Act  (ISTEA)  mandated  community  transportation  enhancement  program. 

12)  SHRP  New  Equipment  -  Equipment  purchases  were  approved  at  $78,500  in  highways  special  revenue  in  fiscal  1998  for 
new  equipment  to  upgrade  the  testing  capabilities  in  the  Strategic  Highway  Research  Program  (SHRP).  The  equipment  list 
includes  two  rheometers,  a  laboratory  balance,  and  an  oven  for  pavement  binder  and  plant  mix  testing. 

13)  Core  Drill  Hazardous  Materials  -  The  legislature  approved  $16,915  in  highways  special  revenue  and  $67,662  in  federal 
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funds  each  year  for  contracted  services  for  a  third  core  drill  crew  to  respond  to  the  growing  demand  for  hazardous  material 
investigations  that  are  required  to  be  performed  on  MDOT  property  and  proposed  new  roadway  alignments.  The  crew  will 
also  be  used  to  supplement  the  current  core  drill  units  to  work  on  preconstruction  and  construction  investigations  to  ensure 
the  department  reconstruction  projects  are  kept  on  schedule  and  construction  projects  are  let  on  time. 

14)  Bridge  Bureau  Software  -  This  item  adds  highways  special  revenue  of  $82,000  for  the  biennium  for  the  purchase  of 
specialized  surveying  software  to  support  the  Construction  Bureau. 

15)  Construction  Bureau  PCS/Software  -  The  legislature  approved  $61,300  in  highways  special  revenue  in  fiscal  1998  and 
$18,550  in  fiscal  1999  for  the  purchase  of  21  new  personal  computers  and  special  software  to  support  the  Construction 
Bureau. 


Language 

The  legislature  designated  the  appropriation  for  this  program  as  biennial.  In  addition,  the  legislature  approved  the  following 
language  allowing  the  department  unique  flexibility  to  transfer  funds  between  fund  types. 

"The  department  may  adjust  appropriations  in  the  construction  and  transportation  planning  programs  between  state  special 
and  federal  special  revenue  fund  types,  provided  the  total  state  special  revenue  authority  for  these  programs  is  not  increased 
by  more  than  10%  of  the  total  appropriations  established  by  the  legislature  for  each  program.  All  transfers  between  fund 
types  must  be  ftilly  explained  and  justified  on  budget  documents  submitted  to  the  Office  of  Budget  and  Program  Planning, 
and  all  fund  transfers  of  more  than  $1  million  in  any  30-day  period  must  be  communicated  to  the  Legislative  Finance 
Committee  in  a  written  report." 

The  following  language  refers  to  the  legislature's  directive  that  certain  highways  funds  be  added  to  the  county  secondary 
program  (also  known  as  the  SOS  program,  i.e.  "Save  Our  Secondaries"). 

"It  is  the  intent  of  the  legislature  that  $1,318,000  in  state  special  revenue  fiinds  augment  the  department's  budgeted  ftinding 
level  for  the  secondary  road  system  program  in  the  1999  biennium." 

The  following  language  refers  to  the  10  percent  equipment  reduction  imposed  on  state  agency  budgets: 

"Item  2  includes  a  10%  reduction  in  equipment  totaling  $290,000  in  fiscal  year  1998  and  $1 80,000  in  fiscal  year  1999.  The 
department  may  allocate  this  reduction  among  programs." 
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Base 

Budget 

Fiscal  1996 

PL  Base 

Adjustment 
Fiscal  1998 

New 

Proposals 

Fiscal  1998 

Total 
Leg.  Budget 
Fiscal  1998 

Maintenance 

PL  Base 
Adjustment 
Fiscal  1999 

Program 

New 

Proposals 

Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  98-99 

Budget  Item 

FTE 

578.93 

27.00 

605.93 

27.00 

605.93 

605.93 

Personal  Services 
Operating  Expenses 
Equipment 
Capital  Projects 

23.065,542 

33,991.606 

531,629 

33.179 

(536,188) 
7,068,460 
(264,516) 
66,821 

868.964 

2,419.164 

120,560 

23,398,318 

43,479,230 

387,673 

100,000 

(473,182) 
6,938,639 
(393,538) 
66,821 

868.964 

2.119.164 

79,887 

23.461.324 

43.049.409 

217.978 

100,000 

46,859.642 

86.528.639 

605.651 

200.000 

Total  Costs 

$57,621,956 

$6,334,577 

$3,408,688 

$67,365,221 

$6,138,740 

$3,068,015 

$66,828,711 

$134,193,932 

State/Other  Special 

57,621,956 

6.334,577 

3,408,688 

67,365,221 

6,138,740 

3,068,015 

66.828,711 

134,193,932 

Total  Funds 

$57,621,956 

$6,334,577 

$3,408,688 

$67,365,221 

$6,138,740 

$3,068,015 

$66,828,711 

$134,193,932 

Program  Description 

The  Maintenance  Program  is  responsible  for  preserving  and  maintaining  a  safe  and  environmentally-sound  state  highway 
transportation  system  and  its  related  facilities.  Major  maintenance  activities  include  the  patching,  repair,  and  periodic  sealing 
of  highway  surfaces,  snow  removal,  and  sanding.  Maintenance  is  mandated  and/or  governed  by  60-2-203,  MCA,  and  23 
use  116. 

Funding 

The  Maintenance  Program  is  funded  100  percent  with  state  highway  special  revenues  derived  from  highway  user  fees 
including  fuel  taxes  and  GVW  fees.  In  the  1999  biennium,  gas  taxes  comprise  approximately  62  percent  of  state  highway 
special  revenues,  diesel  taxes  comprise  23  percent,  and  GVW  fees  13  percent. 

Present  Law 

4)  Overtime  &  Differential  Pay  -  The  net  reduction  to  the  base  year  of  $297,440  in  fiscal  1998  and  $293,893  in  fiscal  1999 
is  due  to  a  net  reduced  level  of  overtime  and  differential  pay.  The  fiscal  1996  base  amount  for  overtime  was  $1,943,992. 
These  reductions  will  provide  for  approximately  $1.6  million  for  overtime  costs  in  each  year  of  the  1999  biennium. 
Differential  pay  compensates  staff  for  filling  in  and  taking  over  duties  until  vacant  positions  are  filled, 

5)  Contract  Adjustments  -  The  legislature  provided  $115,354  in  fiscal  1998  and  $169,586  in  fiscal  1999  for  increases  in 
contracted  services  costs  for  the  following  contracts:  1)  rest  areas;  2)  remote  weather  information  system  testing  and 
maintenance;  3)  boiler  and  cooling  tower  water  testing;  and  4)  maintenance  and  repair  for  fire  alarms,  sprinkler  systems, 
office  equipment,  weed  and  lawn  care,  and  lock  and  key  core  replacement. 

6)  Weed  Control  -  The  legislature  adjusted  the  base  by  $176,019  in  each  year  of  the  biennium  to  provide  for  the  same 
appropriation  as  in  the  last  biennium  for  this  purpose.  Uses  of  the  funds  include  weed  control  and  supplies  for  chemical 
mowing  and  sterilants  and  to  provide  for  pass-through  funds  to  counties  for  weed  control.  The  legislature  designated  this 
as  a  restricted  biennial  appropriation  which  must  be  used  for  this  purpose. 

7)  Roadways  Contractor  Payments  -  The  legislature  approved  $4.8  million  for  the  biennium  for  increased  pavement 
preservation  contract  payments.  The  department  has  expanded  its  use  of  private  contractors  for  this  additional  workload. 
Base  expenditures  were  $5.5  million,  and  this  is  a  45  percent  increase. 
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Present  Law  Adjustments        | 

Maintenance 

Program 

Adjustments 

Adjustments 

Present  Law 

Description 

Fiscal  1998 

Fiscal  1999 

Statewide  Present  Law  Adjustments 

(276,115) 

(215,594) 

01 

Personal  Services 

32 

Inflation  /  Deflation 

494,349 

772,858 

03 

Fixed  Costs 

(130) 

(130) 

Total  Statewide  Adjustments 

$218,104 

$557,134 

Significant  Present  Law  Adjustments 

(297,440) 

(293,893) 

04 

91100 

Overtime  &  Differential  Pay 

35 

91102 

Contract  Adjustments 

115,354 

169,586 

06 

91123 

Weed  Control 

176,019 

176,019 

07 

91130 

Roadways  Contractor  Payments 

2,611,817 

2,402,055 

08 

91135 

Consulting  &  Professional  Services 

36,916 

36,916 

09 

91240 

Inspection  Field  Equipment 

49,693 

49,693 

10 

91300 

Replacement  Equipment 

(262,462) 

(391,484) 

11 

91386 

Telephone  Usage  For  Weather  Stations 

38,600 

38,600 

12 

91400 

Land  Acquisition 

66,821 

66,821 

13 

91537 

Equipment  Assigned  Time  &  Usage 

1,451.242 

1,495,021 

14 

91601 

Utilities  Increases 

54,269 

61,890 

15 

91666 

Longevity  Correction 

37,367 

36,305 

16 

91727 

Maintenance  Materials  &  Stockpiles 

2,011,501 

1,604,881 

17 

91750 

Contracted  Maintenance  Requirements 

44,761 

61,399 

Total  Significant  PL  Adjustments 

$6,134,458 

$5,513,809 

Other  Base  Adjustments 

($17,985) 
$6,334,577 

$67,797 
$6,138,740 

Grand  Total  Present  Law  Adjustments 

8)  Consulting  &  Professional  Services  - 
$36,916  each  year  of  the  biennium  was 
approved  for  professional  training  on  hazardous 
wastes  methods  improvement,  product 
improvements,  and  general  hazardous  waste 
management  and  safety. 

9)  Inspection  Field  Equipment  -  The  legislature 
approved  $49,693  each  year  of  the  biennium  for 
anticipated  field  inspection  equipment  for  each 
district. 

10)  Replacement  Equipment  -  The  legislature 
appropriated  $267,113  in  fiscal  1998  and 
$138,091  in  fiscal  1999  to  purchase  regular 
maintenance  equipment  such  as  mowers,  hot 
water  washers,  air  compressors,  pavement 
breakers,  plate  compactors,  paint  sprayers, 
mobile  radios,  repeaters,  and  communications 
test  equipment.  This  is  a  reduction  of  over 
$650,000  for  the  biennium  from  fiscal  1996 
levels  of  expenditures. 

1 1)  Telephone  Usage  for  Weather  Stations  - 
The  legislature  approved  $38,600  each  year  of 
the    biennium    for    additional    long-distance 

telephone  costs  associated  with  additional  phone  lines  at  the  weather  stations. 

12)  Land  Acquisition  -  This  item  adds  $66,821  each  year  of  the  biennium  for  projected  land  expenditures  for  projects  in  the 
development  phase  such  as  land  acquisition,  right-of-way,  and  condemnation  activities. 

13)  Equipment  Assigned  Time  &  Usage  -  The  legislature  approved  $1,451,242  in  fiscal  1998  and  $1,495,021  in  fiscal  1999 
for  authority  for  equipment  assigned  time  and  usage  .  Past  work  levels  are  used  along  with  the  equipment  user/provider  rate 
schedule  to  develop  a  projection  of  equipment  assigned  time  and  usage  by  class.  An  increase  in  the  rate  schedule  is  the  reason 
for  this  increase,  as  the  work  level  is  projected  to  remain  constant.  The  Maintenance  and  Construction  Programs  are  charged 
various  rates  for  equipment  rented  from  MDT's  Equipment  Program.  Per  the  rate  analysis  narrative,  the  equipment  rates 
are  anticipated  to  increase  3  percent  each  fiscal  year  in  the  1999  biennium  over  the  fiscal  1997  rates. 

14)  Utilities  Increases  -  The  legislature  approved  the  increases  in  utilities  costs  to  the  city  of  Billings,  and  for  new  weather 
monitoring  stations  and  new  rest  areas. 

15)  Longevity  Correction  -  This  addition  corrects  a  miscalculation  of  longevity  payments  in  the  initial  determination  of 
present  law  personal  services.  If  longevity  had  been  correctly  calculated,  these  funds  would  have  been  included  in  the 
statewide  adjustments  above. 

16)  Maintenance  Materials  &  Stockpiles  -  The  legislature  approved  $2,0 11, 501  in  fiscal  1998  and  $1,604,881  in  fiscal  1999 
for  road  maintenance  materials  stockpiles.    As  a  result  of  contracting  with  private  entities  to  do  increased  amounts  of 
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pavement  preservation  work,  the  department  has  adjusted  the  use  of  stockpiles  around  the  state.  The  recommended  levels 
are  being  maintained  to  meet  the  maintenance  needs  in  each  part  of  the  state,  including  winter  maintenance  materials, 
materials  for  new  roads,  and  materials  for  widening  of  roads  done  through  construction  projects.  In  addition,  the  increase 
in  pavement  preservation  has  increased  the  use  of  paint  for  repainting  traffic  lines.  Restocking  paint  inventory  adds 
$1,223,349  in  fiscal  1998  and  $1,275,892  in  fiscal  1999,  which  are  included  in  the  total  increases  listed  above. 

17)  Contracted  Maintenance  Requirements  -  The  legislature  approved  $44,761  in  fiscal  1998  and  $61,399  in  fiscal  1999  for 
increased  contracted  maintenance  requirements  in  the  Great  Falls,  Billings,  and  Fort  Benton/Chester  areas. 
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Departntent  of  Transportation 

Maintenance  Program 

-eg 

slative  Budget  New  Proposals 

Fiscal  1998 

Fiscal 

1999 

General 

Other 

Total 

General 

Other 

Total 

New  Proposal  Descriplion 

FTE 

Fund 

Funds 

Funds 

FTE 

Fund 

Funds 

Funds 

01 

Maintenance  Conlracl  Services 

869.164 

869.164 

869.164 

869,164 

02 

Maintenance  Fie  Request 
Preventive  Mamienance  Nhs 

27.00 

868.964 

868,964 

27.00 

868.964 

868.964 

03 

System 

Field  Operations  New 

1.000.000 

1,000,000 

1,000.000 

1.000.000 

04 

Equipment 

Mdl  Environmental 

101.125 

101.125 

72.450 

72.450 

05 

Requirements 
Maintenance  Management 

250.000 

250.000 

250.000 

250.000 

36 

System 

300.000 

300.000 

07 

Communications 

19.435 

19.435 

7.437 

7.437 

Total  For  New  Proposals 

27.00 

$3,408,688 

$3,408,688 

27.00 

$3,068,015 

$3,068,015 

New  Proposals 

1)  Maintenance  Contracted  Services  -  The  legislature  approved  this  new  proposal  for  contracted  services  to  assist  with  road 
repair  and  winter  maintenance  services. 

2)  Maintenance  FTE  Request  -  The  legislature  approved  27.00  new  FTE  to  the  maintenance  program  for  road  repair  and 
winter  maintenance  services.  During  the  1995  legislative  session,  the  executive  proposed  and  the  legislature  approved  a 
reduction  of  72.95  FTE  from  the  Maintenance  Program's  637.38  FTE  level  in  order  to  fund  MDT's  pay  plan. 

3)  Preventative  Maintenance  NHS  -  The  legislature  added  $1  million  each  year  of  the  biennium  to  implement  a  preventative 
maintenance  program  on  the  National  Highway  System  (NHS)  roadways.  The  NHS  system  is  a  congressionally  defined 
system  of  roadways  consisting  of  3,859  centerline  miles  of  Interstate  and  other  selected  principal  arterials.  The  goal  of  the 
program  is  to  ensure  maintenance  is  performed  on  a  roadway  before  it  deteriorates  to  the  point  of  failure.  Activities  include 
chip  seals,  thin  lift  overlays,  and  rut  filling  performed  at  scheduled  intervals. 

4)  Field  Operations  New  Equipment  -  The  legislature  added  funds  to  purchase  new  equipment  for  the  Maintenance  Program. 
This  includes  regular  maintenance  equipment  such  as  mowers,  stripers,  pumps,  jacks,  and  equipment  to  handle  different  types 
of  materials  to  satisfy  EPA  and  other  federal  guidelines. 

5)  Environmental  Requirements  -  A  total  of  $250,000  each  year  of  the  biennium  was  approved  by  the  legislature  to  provide 
continued     funding    for    hazardous    waste     mitigation,     monitoring,     material     identification,     cleanup,     and     the 
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identification/modification  of  department  operations,  sites,  and/or  equipment  to  meet  state  and  federal  environmental  rules 
and  regulations.  The  legislature  designated  this  item  as  a  biennial  appropriation,  which  can  be  used  in  either  year  of  the 
biennium.  In  the  1997  biennium  the  legislature  appropriated  a  one-time  only  appropriation  of  $1,000,000  each  year  of  the 
biennium. 

6)  Maintenance  Management  System  -  The  legislature  added  $300,000  in  fiscal  1998  for  the  department  to  upgrade  its 
current  Maintenance  Management  System  (MMS).  MMS  is  a  mandated  management  system  required  to  meet  state  and 
federal  information  reporting  and  tracking  requirements  of  various  highway  maintenance  activities. 

7)  Communications  Equipment  -  The  legislature  added  $19,435  in  fiscal  1998  and  $7,437  in  fiscal  1999  for  the  purchase 
of  mobile  radios  for  crew  vehicles  that  currently  do  not  have  mobile  communications  and  for  a  new  repeater  to  enhance  radio 
communications  for  the  Jordan  section.  The  legislature  designated  this  item  as  a  biennial  appropriation. 

Language 

The  legislature  designated  the  appropriation  for  this  program  as  biennial,  allowing  the  department  to  adjust  appropriations 
and  FTE  between  fiscal  years  to  adjust  for  the  actual  expenditures  related  to  the  construction  work  plan.  The  legislature  also 
approved  the  following  language  as  recommended  by  the  executive: 

"The  department  may  adjust  appropriations  in  the  construction  and  transportation  planning  programs  between  state  special 
and  federal  special  revenue  fund  types,  provided  the  total  state  special  revenue  authority  for  these  programs  is  not  increased 
by  more  than  10%  of  the  total  appropriations  established  by  the  legislature  for  each  program.  All  transfers  between  fund 
types  must  be  fully  explained  and  justified  on  budget  documents  submitted  to  the  Office  of  Budget  and  Program  Planning, 
and  all  fund  transfers  of  more  than  $1  million  in  any  30-day  period  must  be  communicated  to  the  Legislative  Finance 
Committee  in  a  written  report." 
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Proprietary  Rates  -  State  Motor  Pool 

The  State  Motor  Pool  program  is  funded  with  proprietary  funds  and  is  not  subject  to  appropriation.  However,  the  legislature 
must  approve  the  rates  charged.  The  following  provides  a  brief  description  and  lists  those  rates. 

Internal  Sei^'ice  Funds  and  Rates 

This  internal  service  program  is  funded  through  vehicle  rental/lease  fees  as  charged  to  various  state  agencies.  The  following 
summarizes  the  rates  approved  by  the  legislature. 

The  rate  structure,  normally  defined  in  terms  of  the  fee  charged  per  mile  of  vehicle  usage,  could  not  be  precisely  calculated 
for  the  1999  biennium  by  the  department  due  to  various  factors  including  an  unanticipated  increase  in  vehicle  purchase  costs 
and  undetermined  costs  associated  with  an  internal  loan  through  the  Board  of  Investments  to  finance  an  expanded  vehicle 
fleet.  As  such  the  legislature  approved  the  following  language  regarding  rates: 

"The  State  Motor  Pool  may  charge  rates  as  necessary  to  establish  and  maintain  a  60-day  working  capital  reserve  to  operate 
the  program." 

The  composite  rental  and  lease  rates  for  all  classes  of  State  Motor  Pool  vehicles  will  increase  a  minimum  of  20  percent  in 
the  1999  biennium,  compared  to  fiscal  1996.  The  increase  can  be  attributed  to  the  addition  of  lease  payments  for  the  new 
motor  pool  facility,  the  addition  of  interest  payments  on  loans  needed  to  provide  capitalization  for  future  vehicle  purchases, 
increases  in  depreciation  expenses  due  to  higher  vehicle  costs  and  a  newer  overall  fleet,  and  increases  in  operating  expenses 
largely  attributable  to  increased  fuel  costs.  New  vehicle  purchases  programmed  for  the  1999  biennium  nearly  double  the 
current  size  of  the  fleet.  The  increased  rates  in  this  program  are  primarily  driven  by  the  new  proposal  to  finance  an  expanded 
State  Motor  Pool  lease  vehicle  fleet. 

Performance-Based  Budget 

The  legislature  established  the  budget  for  the  State  Motor  Pool  using  the  concept  of  performance  based  budgeting.  The 
legislature  has  specified  goals  and  objectives  for  program/function  performance,  as  well  as  measures  by  which  the  legislature 
can  determine  whether  those  goals  and  objectives  have  been  met. 

The  following  language  was  added  to  HB  2: 

"The  rates  approved  for  the  state  motor  pool  are  contingent  upon  resultant  revenues  being  used  to  achieve  program 
performance  targets  as  outlined  by  the  legislature  in  the  general  appropriations  act  for  the  1999  biennium.  The 
department  shall  provide  semiannual  reports  to  the  Office  of  Budget  and  Program  Planning  and  the  Legislative  Fiscal 
Division  on  progress  towards  achievement  of  these  performance  targets  with  explanations  for  any  significant 
variances." 

Goals  and  Performance  Measures 

The  following  shows  the  structure  that  will  be  used  to  determine  specific  performance  measures  with  the  various  goals  and 
objectives,  and  which  will  be  used  to  determine  whether  these  measures  have  been  met. 

GOAL  1 :  To  provide  cost  efficient  and  reliable  vehicles  to  state  employees  conducting  official  business. 

Objective  I :  To  implement  a  test  to  reduce  4-door  passenger  vehicle  costs  by  25  percent  per  mile  by  the  end  of  the  1999 
biennium. 
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Performance  Measure: 

Test  vehicles  that  achieved  a  25  percent  cost  per  mile  reduction  over  the  standard  non-test  vehicles. 

Objective  2:  To  provide  a  motor  pool  or  contracted  vehicle  to  meet  the  basic  transportation  requirements  in  response  to  all 
requests  made  a  minimum  of  five  working  days  prior  to  need  date. 

Performance  Measure: 

Number  of  requests  unmet  due  to  non-availability  of  a  motor  pool  or  overflow  contracted  vehicle  that  meets  the 
user's  basic  transportation  needs. 

Objective  3:  To  provide  and  maintain  out-stationed  vehicles  to  meet  the  user  requirements  outside  the  Helena  area. 

Performance  Measures: 

1)  Purchased  vehicles  approved  by  OBPP  and  the  legislature  and  provided  to  state  agencies. 

2)  Annual  review  of  all  out-stationed  units  to  determine  needs. 

GOAL  2:  To  maintain  a  preventive  maintenance  program  to  ensure  vehicles  are  serviced,  safe,  and  reliable. 
Objective:  To  maintain  the  fleet  in  accordance  with  the  motor  pool  preventive  maintenance  program  standards. 
Performance  Measures: 

1 )  Review  the  motor  pool  fleet  to  ensure  that  90  percent  of  the  vehicles  are  meeting  level  I  or  II  preventive 
maintenance  schedules. 

2)  Perform  a  serviceability  and  safety  inspection  on  90  percent  of  all  motor  pool  vehicles  annually. 

GOAL  3:  To  conduct  a  fleet  functional  analysis  to  determine  if  the  fleet  is  appropriately  sized  and  is  meeting  agency  and 
user  expectations  and  requirements. 

Objective:   To  review  the  daily  use  and  leasing  vehicle  maintenance  programs  to  ensure  that  vehicles  are  being  utilized, 
serviced,  and  maintained,  and  that  the  mix  and  number  of  vehicles  are  within  standards. 

Performance  Measures: 

1)  Conduct  annual  statistical  fleet  sizing  analysis  to  determine  basic  fleet  requirements,  maintain  the  fleet  within 
10  percent  of  suggested  statistical  size,  and  implement  changes  in  class  sizes  to  maintain  an  optimum  mix  of  vehicle 
types. 

2)  Conduct  a  customer  satisfaction  survey  during  each  biennium. 

3)  Respond  to  customer  written  vehicle  complaints  within  10  working  days. 
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Proprietary  Rates  -  Equipment  Program 

The  Equipment  program  is  funded  with  proprietary  funds  and  is  not  subject  to  appropriation.  However,  the  legislature  must 
approve  the  rates  charged.  The  following  provides  a  brief  description  and  lists  those  rates. 

Internal  Sei^ice  Funds  and  Rates 

Hi.hwav  Fnuinmen.  Rpnt.l  Internal  SerNJce  Fund  -  The  highway  equipment  proprietary  account  is  funded  through  internal 
charges  to  the  Maintenance  and  Construction  Programs  within  the  Department  of  Transportation.  Rates  are  developed  for 
121  classes  and  subclasses  of  equipment  and  are  defined  as  usage  rates  and  assigned  time  rates.  The  usage  rate  is  applied 
to  all  gasoline  and  diesel.  and  some  non-fuel  classes.  The  usage  rate  recovers  direct  costs.  The  assigned  time  rate  recovers 
all  indirect  costs  such  as  indirect  personal  services,  utilities,  miscellaneous  shop  and  equipment  supplies,  and  non- 
reimbursable equipment  damage  expenses. 

The  rates  were  projected  to  increase  by  approximately  3  percent  each  year  over  fiscal  1997  rates.  However  due  to  the  fact 
that  actual  rates  are  not  set  until  the  beginning  of  the  year  for  which  they  are  effective,  the  legislature  approved  the  following 
language  with  regard  to  this  program's  internal  rates: 

•The  Equipment  Program  may  charge  rates  necessary  to  establish  and  maintain  a  60  day  working  capital  balance  to  operate 
the  program." 

The  rates  established  by  the  department  incorporate  anticipated  program  expenditure  increases  to  include  the  following:  1 ) 
the  addition  of  2.5  FTE  in  the  program;  2)  increased  fuel  costs,  and  3)  the  opening  of  25  new  MDT  fueling  stations  across 
the  state. 
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Program  Proposed  Budget 

rtation 

Base 

Budget 

Fiscal  1996 

PL  Base 
Adjustment 
Fiscal  1998 

New 

Proposals 

Fiscal  1998 

Motor  Carrier  Services  Division 

Total                PL  Base                New 
Leg.  Budget       Adjustment         Proposals 
Fiscal  1998        Fiscal  1999       Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  98-99 

Budget  Item 

FTE 

112.63 

112.63 

- 

112.63 

112.63 

Personal  Services 
Operating  Expenses 
Equipment 

3,298,281 
799,818 
120,747 

467,914 
21,187 
(74,962) 

3,766,195 

821,005 

45,785 

478,221 
20.725 
(73.573) 

3.776.502 

820,543 

47,174 

7,542,697 

1,641,548 

92,959 

Total  Costs 

$4,218,846 

$414,139 

$4,632,985 

$425,373 

$4,644,219 

$9,277,204 

State/Other  Special 

4,218,846 

414,139 

4,632,985 

425,373 

4,644,219 

9,277,204 

Total  Funds 

$4,218,846 

$414,139 

$4,632,985 

$425,373 

$4,644,219 

$9,277,204 

Program  Description 

The  Motor  Carrier  Services  Division  enforces  state  and  federal  commercial  motor  carrier  laws  including  vehicle  size  and 
weight,  insurance,  licensing,  fuel,  and  vehicle  and  driver  safety.  The  Licensing  and  Permit  Bureau  registers  interstate  fleet 
vehicles,  issues  commercial  vehicle  licenses,  issues  oversize/overweight  permits,  and  collects  and  distributes  fees  and  taxes. 
The  Enforcement  Bureau  operates  a  statewide  weigh  station  and  mobile  enforcement  program  and  assigns  uniformed  officers 
to  inspect  commercial  vehicles  for  compliance  with  state  and  federal  safety,  registration,  fuel,  insurance  and  size/weight  laws. 

The  Motor  Carrier  Services  Program  is  mandated  by  Title  61,  Chapter  9,  MCA. 

Funding 

The  Motor  Carrier  Services  program  is  funded  by  state  highway  special  revenues  which  are  derived  from  highway  user  fees 
such  as  fuel  taxes  and  GVW  fees.  In  the  1999  biennium,  gas  taxes  are  projected  to  comprise  62  percent  of  highway  special 
revenues,  diesel  fuel  taxes  23  percent,  and  GVW  fees  13  percent  ($61.7  million). 


Present  Law 

4)  Replacement  Enforcement  Equipment  - 
Approved  replacement  equipment  for  fiscal  1998 
is  a  net  reduction  of  approximately  $74,000  each 
year  from  the  base  and  includes  the  replacement 
of  three  personal  computers,  three  personal 
computer  printers,  four  portable  scales,  three 
radar  guns,  one  patrol  vehicle  and  two  weigh 
station  radios,  and  two  indicator/weight  ticket 
printers  for  weigh  station  scales.  Replacement 
equipment  for  fiscal  1999  includes  similar 
equipment  replacements  as  in  fiscal  1998. 

5)  Enforcement  Workload  -  These  increases  are 
for  membership  dues  associated  with  the 
International  Registration  Plan  (IRP)  and  HELP, 
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Present  Law 

Adji 

istments 

Present  Law  Description 

Adjustments 
Fiscal  1998 

Adjustments 
Fiscal  1999 

Statewide  Present  Law  Adjustments 

464,200 

473,750 

01                  Personal  Services 

02  Inflation  /  Deflation 

03  Fixed  Costs 

(1,589) 
(123) 

(1,782) 
(123) 

Total  Statewide  Adjustments 

$462,488 

$471,845 

Significant  Present  Law  Adjustments 

(74,962) 
19,285 

(73,573) 
20,086 

04  79199    Replacement  Enforcement  Equipment 

05  91001    Enforcement  Workload 

06      91666    Longevity  Correction 

7,328 

7,015 

Total  Significant  PL  Adjustments 

($48,349) 

($46,472) 

Other  Base  Adjustments 

$0 
$414,139 

$0 

$425,373 

Gmnd  Total  Present  Law  Adjustments 
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Inc.  for  membership  in  the  Intelligent  Vehicle  Highway  System,  and  for  credit  card  transaction  costs  which  have  risen 
because  of  increased  usage  of  credit  cards  by  the  motor  carrier  industry  for  payment  of  permit  fees  to  MDOT.  The  net 
increases  were  offset  by  reductions  from  the  base  as  a  result  of  the  closure  of  the  Minnesota  Avenue  weigh  station  in  Billings 
and  the  installation  of  SummitNet.  SummitNet  is  anticipated  to  result  in  lower  long-distance  communications  costs. 

6)  Longevity  Correction  -  This  addition  corrects  a  miscalculation  of  longevity  payments  in  the  initial  determination  of 
present  law  personal  services.  If  longevity  had  been  correctly  calculated,  these  funds  would  have  been  included  in  the 
statewide  adjustments  above. 
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Program  Proposed  Budget 

rtation 

Base 

Budget 

Fiscal  1996 

PL  Base 
Adjustment 
Fiscal  1998 

New 

Proposals 

Fiscal  1998 

Total 
Leg.  Budget 
Fiscal  1998 

Aeronautics 

PL  Base 
Adjustment 
Fiscal  1999 

Program 

New 

Proposals 

Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  98-99 

Budget  Item 

FTE 

8.85 

8.85 

8.85 

8.85 

Personal  Services 
Operating  Expenses 
Equipment 
Grants 
Transfers 

302,001 

313,711 

21,763 

17,115 

24,950 

66,102 

(21,763) 

364,607 

1,885 

(60,100) 

326,951 

319,713 

364,607 
19,000 

25,606 

64,483 

(21,763) 

135,000 

1,885 

(60,100) 

327,607 
318,094 

135,000 
19,000 

654,558 
637,807 

499,607 
38,000 

Total  Costs 

$654,590 

$435,781 

($60,100) 

$1,030,271 

$205,211 

($60,100) 

$799,701 

$1,829,972 

State/Other  Special 
Federal  Special 

579,590 
75,000 

435,781 

(60,100) 

955,271 
75,000 

205,211 

(60,100) 

724,701 
75,000 

1,679,972 
150,000 

Total  Funds 

$654,590 

$435,781 

($60,100) 

$1,030,271 

$205,211 

($60,100) 

$799,701 

$1,829,972 

Program  Description 

The  Montana  Aeronautics  Division:  1)  facilitates  the  maintenance  of  airports  and  the  various  components  of  airport 
infrastructure,  including  visual  and  electronic  navigational  facilities  and  flying  aids;  2)  fosters,  promotes,  and  supervises 
aviation  and  aviation  safety  through  educational  efforts  and  programs;  3)  registers  aircraft  and  pilots  in  accordance  with 
Montana  laws  and  regulations;  and  4)  coordinates  and  supervises  aerial  search  and  rescue  operations.  In  accordance  with 
the  maintenance  and  safety  aspects  of  the  division  purpose,  it  administers  a  loan  and  grant  program  to  municipal  governments 
to  fund  airport  improvement  projects.  The  Aeronautics  Board  approves  all  loan/grant  requests  and  advises  on  matters 
pertaining  to  aeronautics. 

The  division  serves  in  a  liaison  capacity  between  the  State  of  Montana  and  various  entities  including  the  U.S.  Department 
of  Transportation,  the  Federal  Aviation  Administration  (FAA),  other  federal  and  state  entities,  and  commercial  airlines  to 
assure  the  retention  and  continuation  of  airline  service  to  the  rural  communities  of  the  state.  The  division  also  is  responsible 
for  operation  of  the  air  carrier  airport  at  West  Yellowstone  and  for  12  other  state-owned  airports. 

The  Aeronautics  Program  is  mandated  and/or  governed  by  multiple  state  and  federal  laws  and  contractual  agreements  which 
are  listed  in  the  Governor's  Budget,  Volume  8.  Primary  among  them  are  Title  67,  MCA,  and  Public  Law  557. 

Funding 

The  Aeronautics  Program  is  funded  by  state  aviation  fiiels  taxes  and  federal  aviation  administration  grants.  Operation  of  the 
West  Yellowstone  Airport  is  funded  from  a  proprietary  account  with  revenues  that  include  local  property  taxes,  rentals  and 
leases,  concession  sales  receipts,  and  landing  fees. 

Present  Law 

4)  Overhaul  Aircraft  Engines  -  The  legislature  approved  $28,000  in  fiscal  1998  and  $25,000  in  fiscal  1999  of  Aeronautics 
Division  state  special  revenue  for  overhaul  of  aircraft  engines.  Engines  on  the  two  aircrafts  have  reached  the  manufacturer's 
specified  operating  time  when  the  engines  should  be  overhauled. 
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5)  Airport  Improvement  Grants  -  The  legislature  approved  $364,607  in  fiscal  1998  and  $135,000  in  fiscal  1999  for  airport 
improvement  grants  to  local  municipalities. 

6)  Longevity  Correction  -  This  addition 
corrects  a  miscalculation  of  longevity 
payments  in  the  initial  determination  of  present 
law  personal  services.  If  longevity  had  been 
correctly  calculated,  these  funds  would  have 
been  included  in  the  statewide  adjustments 
above. 
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Adjustments 

Adjustments 

Present  Law  Description 

Fiscal  1998 

Fiscal  1999 

Statewide  Present  Law  Adjustments 

24,508 

25.164 

01                  Personal  Services 

32                  Inflation  /  Deflation 

1,832 

3.175 

03                 Fixed  Costs 

4,488 

4.526 

Total  Statewide  Adjuaments 

$30,828 

$32,865 

Sigmficant  Present  Law  Adjustments 

28,000 

25.000 

04      91001    Overhaul  Aircraft  Engines 

05      91002    Airport  Improvement  Grants 

364.607 

135.000 

06      91666    Longevity  Correction 

442 

442 

Total  Significant  PL  Adjuaments 

$393,049 

$160,442 

Other  Base  Adjustments 

$11,904 
$435,781 

$11,904 
$205,211 

Grand  Total  Present  Law  Adjuaments 
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Department  of  Transportation 

^gislative  Budget  New  Proposals 

Fiscal 

1998 

Aeronautics  Program 

Fiscal 

1999 

New  Proposal  Description 

FTE 

Cieneral 

Fund 

Other 
Funds 

lotal 
Funds 

Cjeneral 

FTE              Fund 

Other 

Funds 

total 
Funds 

0 1       Program  Reductions 

Total  For  New  Proposals 

(60.100) 
($60,100) 

(60,100) 

($60,100) 

(60.100) 
(S60.100) 

(60.100 
($60,100 

New  Proposals 

1)  Program  Reductions  -  The  legislature  approved  a  program  reduction  of  $60,100  each  year  in  state  special  revenue  funds 
to  adjust  for  fund  balance  and  cash  flow  shortages.  With  the  reduction  at  Malmstrom  Air  Force  Base,  the  aeronautics  fuel 
tax  revenue  decreased,  thereby  requiring  reductions  in  programs  to  meet  requirements  for  a  balanced  budget.  Three  functions 
will  be  eliminated;  1)  flight  safety  instruction;  2)  winter  survival  clinic;  and  3)  scholarships.  The  teacher  workshops  and 
air  service  promotion  functions  will  be  reduced. 
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Proprietary  Rates  -  Aeronautics  Program 

Internal  Service  Funds  and  Rates 

The  Aeronautics  Division,  which  receives  an  appropriation  in  HB  2,  also  administers  a  proprietary  account  for  the  operation 
of  the  West  Yellowstone  Airport.  Revenues  deposited  to  this  fiand  are  primarily  from  landing  fees,  fuel  flowage  fees,  facility 
rental,  percentage  of  vendor  sales,  and  airline  property  tax.  The  following  summarizes  the  rate/fee  structure  as  approved  by 
the  legislature. 


West  Yellowstone  Airport  Account  -  Rates/Fees 

a.  Landing  fees,  scheduled  air  carriers 

b.  Landing  fees,  1 1,000-31.250  lbs. 

c.  Landing  fees,  greater  than  31,250  lbs. 

d.  Fuel  flowage  fees 

e.  Building  leases,  car  rental  (per  month) 

f  Building  leases,  FBO's  and  tours  (per  month) 

g.  Building  leases,  airlines  (per  month) 

h.  Building  leases,  underground  storage  (per  month 

i.  Building  leases,  hangar  ground  (per  year) 

j.  Tax  transfer 

k.  Sales  receipts  -  car  rental 

1.  Sales  receipts  -  cafe/gift  shop 

m.  Miscellaneous  sales 

n.  Non-aero  rentals  -  Nevada  testing  (per  year) 

0.  Non-aero  rentals  -  City  WYS  (per  year) 

p.  Non-aero  rentals  -  Energy  West  (per  acre  per  year) 


FY  1998 

$0.50/1,000  lbs. 

$25 

$0.90/1,000  lbs. 

$0.06/gallon 

$1.55/sq.ft. 

$1.42725/sq.ft. 

$1.8908/sq.ft. 

$0.03/sq.ft. 

$0.05/sq.ft. 

$18,000  est. 

1 0%  of  gross 

5%  of  gross 

Various 

$5,400+CPI-U 

$9,600 

$2,375/acre+CPI-U 


FY  1999 

$0.50/1,000  lbs. 

$25 

$0.90/1,000  lbs. 

$0.06/gallon 

$1.55/sq.ft. 

$l,42725/sq.ft. 

$1.8908/sq.ft. 

$0.03/sq.ft. 

$0.05/sq.ft. 

$18,000  est. 

10%  of  gross 

5%  of  gross 

Various 

Prior  yr+CPI-U 

$9,600 

Prior  yr+CPI-U 


Fees  reflecting  increases  compared  to  the  1997  biennium  include:  1)  landing  fees  for  aircraft  greater  than  31,250  pounds;  2) 
building  leases  for  FBO  and  tours;  3)  building  leases  for  underground  storage;  4)  tax  transfers,  and  5)  and  non-aeronautical 
rentals. 
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anning  Division 

Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget 

Adjustment 

Proposals 

Leg.  Budget 

Adjustment 

Proposals 

Leg.  Budget 

Leg.  Budget 

Budget  Item 

Fiscal  1996 

Fiscal  1998 

Fiscal  1998 

Fiscal  1998 

Fiscal  1999 

Fiscal  1999 

Fiscal  1999 

Fiscal  98-99 

FTE 

61.10 

61.10 

61.10 

61  10 

Personal  Services 

2,213.170 

(71.189) 

2,141.981 

(68.381) 

2,144,789 

4.286,770 

Operating  Expenses 

546.582 

792,789 

250.000 

1.589.371 

577.214 

1.123,796 

2.713.167 

Equipment 

149.529 

(63.529) 

450.000 

536.000 

(149,529) 

20.000 

20,000 

556.000 

Local  Assistance 

249,800 

200 

250.000 

200 

250,000 

500,000 

Grants 

2,917,330 

174.247 

3.091,577 

174,247 

3.091,577 

6,183,154 

Total  Costs 

$6,076,411 

$832,518 

$700,000 

$7,608,929 

$533,751 

$20,000 

$6,630,162 

$14,239,091 

General  Fund 

249.800 

200 

250,000 

200 

250,000 

500.000 

State/Other  Special 

955.176 

90,574 

340,000 

1.385,750 

32,093 

4.000 

991,269 

2,377,019 

Federal  Special 

4,871.435 

741,744 

360,000 

5.973,179 

501,458 

16,000 

5,388,893 

11,362,072 

Total  Funds 

$6,076,411 

$832,518 

$700,000 

$7,608,929 

$533,751 

$20,000 

$6,630,162 

$14,239,091 

Program  Description 

The  Transportation  Planning  Division  provides:  1)  technical  assistance  to  local  communities  and  transit  authorities  for 
planning,  organizing,  operating,  and  funding  transportation  systems;  2)  administration  of  federal  funds  for  capital,  planning, 
and  operating  transit  subsidies;  3)  a  yearly  update  of  the  State  Rail  Plan,  and  administration  of  federal  and  other  funds  for 
rail  and  related  facility  rehabilitation;  4)  monetary  assistance  to  communities  through  grants,  loans,  and  rail  bonding 
authority;  and  5)  representation  of  shippers  and  the  state  before  the  Surface  Transportation  Board  and  courts  on  rate  issues, 
branchline  abandonments,  and  service. 

The  transportation  planning  program  is  mandated  and/or  governed  by  the  following  statutes:  15-70-101,  MCA;  60-3-206, 
MCA;  60-21-101,  MCA. 

Funding 

Transportation  planning  is  funded  by  highway  special  revenues,  federal  highway  administration  grants,  and  various  other  US 
Department  of  Transportation  grants.  Federal  funds  comprise  80  percent  of  the  program  revenues. 

A  portion  of  the  state  special  revenue  funding  is  comprised  of  pass-through  funds  received  from  local  governments  for  use 
as  matching  funds  on  federal  grants,  such  as  the  Community  Transportation  Enhancement  Program.  Department  expenses 
associated  with  the  McCarty  Farms  lawsuit  are  funded  with  highways  special  revenue.  The  department  currently  receives 
$0,5  million  amount  of  general  fund  for  the  DUI  task  force. 

Present  Law 

4)  TranPlan  2 1  -  The  legislature  approved  this  item  as  a  one-time  only  appropriation  from  state  special  revenue  and  federal 
funds  to  provide  for  initiation  and  ongoing  implementation  of  Montana's  Statewide  Intermodal  Transportation  Plan  (TranPlan 
21).  By  federal  statute,  the  Montana  federal  highway  construction  program  (Statewide  Transportation  Improvement  Program 
-  STIP)  must  consider  and  be  linked  to  the  implementation  of  the  federally-mandated  statewide  transportation  plan. 
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5)  Urban  Planning  Program  -  The  legislature 
adds  state  special  revenue  and  federal  funds  to 
maintam  a  certifiable  planning  process  in 
urbanized  areas  in  accordance  with  federal 
statute.  It  provides  a  continuing  process 
designed  to  provide  an  updated  Transportation 
Improvement  Program  and  to  provide  grants  to 
cities  and  urban  transportation  districts  for  the 
operation  of  general  public  transportation 
systems. 

6)  Highway  Traffic  Safetv  Program  -  The 
legislature  approved  the  addition  of  $135,000 
each  year  of  the  1999  biennium  in  federal  funds 
for  engineering  improvements  and  innovations, 
enforcement  actions,  and  public  information  and 
education  associated  with  the  Highway  Traffic 
Safety  Program. 
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Present  Law  Description 


Statewide  Present  Law  Adjustments 


01 
02 
03 


Personal  Services 
Inflation  /  Deflation 
Fixed  Costs 


Total  Statewide  Adjustments 
Significant  Present  Law  Adjustments 


Tranplan  21 

Urban  Planning  Program  (Mpo'S) 
Highway  Traffic  Safety  Program 
Consultant  Services 
Longevity  Correction 

Total  Significant  PL  Adjustments 

Other  Base  Adjustments 


04 

91001 

05 

91002 

06 

91003 

07 

91020 

08 

91666 

Grand  Total  Present  Law  Adjustments 


Present  Law  Adjustments 


Adjustments 
Fiscal  1998 


Adjustments 
Fiscal  1999 


(74,004) 
(831) 

2, lie 

($72,059) 


(71,196) 
(2,137) 
2,307 

($71,026) 


234,073 

234,073 

110,491 

110,491 

135,000 

135,000 

440,000 

240,000 

2,815 

2,815 

$922,379 

$722,379 

($17,802) 

($117,602) 

$832,518 

$533,751 

7)  Consultant  Services  -  The  legislature 
approved  $440,000  in  fiscal  1998  and  $240,000  in  fiscal  1999  in  highways  special  revenue  and  federal  highway  funds  for 
transportation  planning  functions  and  designated  it  as  a  one-time  only  appropriation.  Included  in  the  request  is  $200,000  in 
fiscal  1998  to  collect  and  process  traffic  data,  $150,000  each  year  of  the  biennium  to  procure  services  to  update  three  urban 
transportation  plans,  $75,000  each  year  for  services  to  develop  a  Public  Outreach  Program  for  the  Federal  Transportation 
Reauthorization,  and  $1 5,000  each  year  to  develop  a  statewide  travel  survey  of  transportation  utilization. 

8)  Longevity  Correction  -  This  addition  corrects  a  miscalculation  of  longevity  payments  in  the  initial  determination  of 
present  law  personal  services.  If  longevity  had  been  correctly  calculated,  these  funds  would  have  been  included  in  the 
statewide  adjustments  above. 
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legislative  Budget  New  Proposals 

F 

seal 

1998 

Fiscal  1999 

General 

Other 

Total 

General                 Other 

Total 

New  Proposal  Description 

FTE 

Fund 

Funds 

Funds 

FTE                Fund                    Funds 

Funds 

1)1        Mccarty  Farms 

200,000 

200,000 

Agricullure/Mdl  Consulting 
02       Svcs 

50.000 

50,000 

New  Equipment  -  Bender 
03       Platc/P 

450,000 

450.000                                                          20,000 

20,000 

Total  For  New  Pr(*pusaK 

$700,000 

$700,000                                                               $20,000 

$20,000 

New  Proposals 

1)  McCarty  Farms  -  This  restricted,  biennial  appropriation  is  for  expert  testimony  for  the  McCarty  Farms  lawsuit  against 
Burlington  Northern  Railroad.  A  total  of  $2.7  million  has  been  expended  or  authorized  from  fiscal  1982  through  fiscal  1997. 

2)  Agriculture/MDT  Consulting  Services  -  The  Department  of  Agriculture  was  appropriated  funds  in  its  budget  to  contract 
for  a  consultant  to  provide  technical  guidance  and  direction  and  to  conduct  research  on  issues  that  Montana  shippers  face  as 
consumers  of  rail  transportation.  This  request  is  intended  to  be  a  jointly-funded  project.  The  legislature  approved  a  restricted 
biennial  appropriation  of  $50,000  from  highways  special  revenues. 

3)  New  Equipment  -  Bender  Plate  -  The  legislature  approved  $450,000  in  fiscal  1998  and  $20,000  in  fiscal  1999  to  purchase 
new  equipment  for  collecting  and  processing  traffic  and  weight  data  for  the  Pavement  Management  System,  the  Intelligent 
Transportation  Systems  for  commercial  vehicle  operations,  project  selection  decisions  of  MDT,  and  project  design  decisions. 
This  equipment  will  be  purchased  using  federal  state  planning  and  research  funds  which  are  authorized  under  federal  statute 
and  require  a  20  percent  state  match. 

Language 

The  legislature  approved  the  following  language  allowing  the  department  unique  fiexibility  to  transfer  funds  between  fund 
types. 

"The  department  may  adjust  appropriations  in  the  construction  and  transportation  planning  programs  between  state  special 
and  federal  special  revenue  fund  types,  provided  the  total  state  special  revenue  authority  for  these  programs  is  not  increased 
by  more  than  10%  of  the  total  appropriations  established  by  the  legislature  for  each  program.  All  transfers  between  fund 
types  must  be  fully  explained  and  justified  on  budget  documents  submitted  to  the  Office  of  Budget  and  Program  Planning, 
and  all  fund  transfers  of  more  than  $1  million  in  any  30-day  period  must  be  communicated  to  the  legislative  finance 
committee  in  a  written  report." 
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Department  c 

r  Revenue 

Agency  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget 

Adjustment 

Proposals 

Leg.  Budget 

Adjustment 

Proposals 

Leg.  Budget 

Leg.  Budget 

Budget  Item 

Fiscal  1996 

Fiscal  1998 

Fiscal  1998 

Fiscal  1998 

Fiscal  1999 

Fiscal  1999 

Fiscal  1999 

Fiscal  98-99 

FTE 

638.89 

(10.88) 

1.25 

629.26 

(35.88) 

1.50 

604.51 

629.26 

Personal  Services 

17,795,238 

1,461,144 

45,091 

19,301.473 

827,455 

55,747 

18,678.440 

37,979,913 

Operating  Expenses 

5.455,568 

160,522 

701.303 

6,317,393 

32,484 

453,387 

5,941,439 

12,258,832 

Equipment 

276,094 

82,936 

220.084 

579,114 

103,935 

380,029 

959,143 

Debt  Service 

234,409 

(234,409) 

(234,409) 

Total  Costs 

$23,761,309 

$1,470,193 

$966,478 

$26,197,980 

$729,465 

$509,134 

$24,999,908 

$51,197,888 

General  Fund 

22,349,230 

1,355,242 

1,483,939 

25,188,411 

656,696 

1,309,649 

24,315,575 

49.503.986 

State/Other  Special 

810,035 

90,818 

(604,460) 

296,393 

87,628 

(621,927) 

275.736 

572.128 

Federal  Special 

226,068 

608 

486,500 

713,176 

753 

181,777 

408,598 

1.121.774 

Proprietary 

375,976 

23,525 

(399,501) 

(0) 

(15,611) 

(360,365) 

(0) 

(0 

Total  Funds 

$23,761,309 

$1,470,193 

$966,478 

$26,197,980 

$729,465 

$509,134 

$24,999,908 

$51,197,888 

Agency  Description 

The  Department  of  Revenue  (DOR),  authorized  by  section  2-15-1301,  MCA,  collects  revenue  from  and  enforces  regulations 
governing  over  30  state  taxes  and  fees.  The  department  is  also  responsible  for  regulating  the  sale  and  distribution  of  alcoholic 
beverages  in  the  state.  The  department  is  organized  into  six  divisions. 

Summary  of  Legislative  Action 

The  legislature  approved  present  law  adjustments  totaling  $2.2  million.  The  legislature  approved  a  present  law  increase, 
adding  1 .0  FTE,  removed  funding  for  3.88  FTE  positions  that  had  been  vacant  for  an  extended  period,  and  also  removed 
fijnding  for  8.0  FTE  positions  in  fiscal  1998  and  33.0  FTE  positions  in  fiscal  1999  in  the  Property  Assessment  Division.  The 
legislature  removed  funding  for  the  positions  in  an  effort  to  free  up  funds  for  competing  uses,  noting  that  passage  of  SB  1 95 
would  significantly  change  the  property  reassessment  the  Property  Assessment  Division  was  to  have  begun  in  1997  and  lower 
personnel  requirements  in  the  Division. 

The  legislature  approved  new  proposals  totaling  $1.5  million.  Included  among  the  new  proposals  was  the  consolidation  of 
the  wage-based  tax  reporting  and  collection  functions  of  the  Department  of  Labor  and  Industry  and  the  Department  of 
Revenue  authorized  in  HB  561,  but  funded  at  a  lower  level  than  requested  by  the  agency. 

Other  Legislation 

House  Bill  188  -  HB  188  gave  authority  to  five  executive  branch  agencies  and  the  University  System  to  pursue  major 
information  technology  initiatives  that  will  cost  nearly  $43.0  million,  all  of  which  will  be  funded  by  general  obligation  bonds. 
(See  the  Long  Range  Planning  section  for  a  discussion  of  the  funding  associated  with  HB  1 88.)  In  addition  to  addressing  the 
"Year  2000  problem",  the  state  will  use  the  funding  to  replace  many  primary  legacy  systems,  which  are  currently  used  to 
manage  information  about  state  personnel,  accounting,  budgeting,  revenue  collection,  and  tax  administration.  The 
Department  of  Revenue  has  responsibility  for  one  component  of  the  "Montana  Project  to  Re-engineer  the  Revenue  and 
Information  Management  Environment"  (MT  PRRIME),  one  of  the  programs  authorized  in  HB  188. 
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The  component  of  MT  PRRIME  for  which  the  department  is  responsible  will  involve  centralization  of  the  state's  revenue 
collection  and  information  processing  functions  in  a  single  revenue  processing  center.  The  revenue  processing  center  will 
ultimately  be  used  to  process  all  taxes  collected  by  the  department.  In  order  to  take  advantage  of  economies  of  scale  from 
the  centralization,  the  department  intends  for  all  state  agencies  to  participate  in  the  project,  although  not  all  agencies  have 
committed  to  utilizing  the  department  to  process  their  revenue  collections.  The  appropriation  for  the  project  is  $3.8  million, 
which  was  reduced  by  the  legislature  from  the  initial  request  of  $6.2  million.  If  all  agencies  eventually  choose  to  participate, 
as  much  as  $2.5  million  of  this  cost  could  be  allocated  to  non-general  fund  sources. 

The  department  is  also  responsible  for  the  "Project  for  Revenue  Information  Systems  Modernization"  or  PRISM,  another 
of  the  projects  authorized  in  HB  188.  PRISM  will  replace  the  legacy  systems  used  to  manage  information  related  to  tax 
processing  and  administration  and  revenue  collecting.  Major  components  of  the  project  include  consolidation  of  employer's 
reporting  for  income  tax  withholding,  old  fund  liability  tax,  and  unemployment  insurance  contributions;  income  tax 
modernization;  and  property  tax  integration,  which  will  involve  consolidation  of  four  separate  computer  systems.  At  a  total 
,  cost  of  $14.0  million,  with  all  of  the  debt  service  to  be  borne  by  the  general  fund,  PRISM  will  take  approximately  three  years 
to  implement.  Approximately  $2.0  million  of  the  total  will  involve  the  purchase  of  equipment.  The  original  funding  request 
for  this  project  totaled  $17.8  million;  the  scope  of  the  project  will  be  reduced  to  accommodate  the  reduced  funding.  The 
Department  of  Revenue  intends  to  reduce  the  size  of  the  income  tax  modernization  component,  but  may  also  seek  additional 
fundmg  from  the  1999  legislature. 

House  Bill  561  -  HB  561  consolidates  the  wage-based  tax  reporting  and  collection  functions  of  the  Department  of  Labor  and 
Industry  and  the  Department  of  Revenue.  The  consolidation  will  involve  contracted  audit  services  from  CPA  firms,  business 
process  re-engineering,  and  relocation  of  33.0  FTE  from  the  Department  of  Labor  and  Industry  to  the  Mitchell  Building  (an 
additional  10.0  FTE  field  auditor  positions  will  become  DOR  employees,  but  will  not  need  to  physically  relocate),  as  well 
as  increased  computer  processing  costs  and  new  equipment.  The  legislature  appropriated  $932,400  over  the  biennium,  which 
was  less  than  the  $1,332,000  the  executive  had  recommended.  The  department  plans  to  reduce  costs  or  seek  other  funding 
for  the  project. 

Senate  Bill  89  -  SB  89  revises  the  laws  relating  to  the  regulation  of  telecommunications  services  and.  among  other  things, 
requires  telecommunications  providers  to  grant  universal  access  to  advanced  telecommunications  senices.  The  legislature 
approved  an  increase  of  $5,000  each  year  in  state  special  revenue  from  a  universal  access  fund  account  that  was  authorized 
m  SB  89  to  provide  for  forms  revision,  additional  printing  expenses,  and  public  education  expenses  associated  with  the 
administration  of  the  collection  of  universal  access  fund  revenues. 

Senate  Bill  195  -  SB  195  eliminates  the  effect  of  the  current  property  reappraisal  cycle  for  agricultural  land  (class  three 
property),  residential  and  commercial  real  property  (class  four  property),  and  forest  land  (class  ten  property).  The  Property 
Valuation  Division  of  the  Department  of  Revenue  will  not  conduct  the  property  reappraisal  that  was  to  have  begun  in  1997. 
Because  of  this,  the  legislature  removed  funding  for  8.0  FTE  appraiser  positions  m  the  Division  in  fiscal  1998  and  33.0  FTE 
appraiser  positions  in  fiscal  1999. 

Senate  Bill  354  -  Restaurant  Beer  and  Wine  Licensing  -  The  legislature  granted  $46,992  state  special  revenue  and  0.5  FTE 
over  the  biennium  to  implement  SB  354,  which  allows  the  state  to  issue  more  restaurant  beer  and  w  ine  licenses.  The  state 
special  revenue  account  from  which  the  funds  will  be  derived  is  established  in  the  bill  and  will  be  funded  by  20  percent  of 
the  revenue  from  the  license  application  fees. 
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Agency  Biennium  Budge 

Comparison 

Executive 

Budget 
Fiscal  1998 

Legislative 

Budget 
Fiscal  1998 

Leg.  -  Exec. 
Difference 
Fiscal  1998 

Department 

Executive 

Budget 
Fiscal  1999 

of  Revenue 

Legislative 

Budget 
Fiscal  1999 

Leg.  -  Exec. 
Difference 
Fiscal  1999 

Biennium 

Difference 

Fiscal  98-99 

Budget  Item 

Base 

Budget 

Fiscal  1996 

KIH 

638.89 

643.64 

629.26 

(14.38) 

644.89 

604.51 

(40.38) 

(14.38 

Personal  Services 
Operating  Expenses 
Equipment 
Debt  Service 

17,795.238 

5,455,568 

276,094 

234,409 

19,640.071 

6,868.871 

956.376 

19,301.473 

6.317.393 

579.114 

(338,598) 
(551.478) 
(377.262) 

19.718.676 

6,467.245 

562.600 

18.678.440 

5.941.439 

380.029 

(1.040,236) 
(525.806) 
(182,571) 

(1.378,834; 

(1.077.284; 

(559.833; 

Total  Costs 

$23,761,309 

$27,465,318 

$26,197,980 

($1,267,338) 

$26,748,521 

$24,999,908 

($1,748,613) 

($3,015,951 

General  Fund 
State/Other  Special 
Federal  Special 
Proprietary 

22,349,230 
810,035 
226,068 
375,976 

25.709.109 

1.043.504 

712,704 

0 

25,188.411 
296,393 
713,176 
(0) 

(520.698) 
(747,112) 
472 
(0) 

25.311.354 

1.031.317 

405,849 

1 

24.315.575 
275.736 
408,598 
(0) 

(995,779) 

(755,581) 

2,749 

(1) 

(1,516,477 
(1.502.693 

3.221 
(1 

Total  Funds 

$23,761,309 

$27,465,318 

$26,197,980 

($1,267,338) 

$26,748,521 

$24,999,908 

($1,748,613) 

($3,015,951 

Executive  Budget  Comparison 

The  legislature  made  changes  to  the  Executive  Budget  that  resulted  in  a  net  reduction  of  just  over  $3  million  for  the  biennium. 
The  changes  to  present  law  adjustments  are  as  follows: 


1)  correction  of  a  miscalculation  of  longevity  payments  that  had  been  made  in  the  initial  determination  of  present  law 
personal  services.  The  correction  added  $85,814  general  fund  and  $944  federal  special  revenue  for  the  biennium; 

2)  reductions  in  funding  for  replacement  of  personal  computers  and  other  equipment.  (The  legislature  did  not  accept  the 
recommendation  by  the  executive  that  computers  be  replaced  every  three  years.)  The  reductions  totaled  $382,890  for  the 
biennium; 

3)  less  funding  for  computer  processing  growth  than  the  executive  had  recommended.  The  change  resulted  in  general  fund 
budget  decreases  of  $  1 8 1 , 1 2 1  for  the  biennium; 

4)  removal  of  funding  for  3.88  FTE  positions  that  had  been  vacant  for  a  significant  amount  of  time; 

5)  rejection  of  a  present  law  adjustment  of  $149,560  for  software  license  upgrades  in  the  Operations  Division  program; 

6)  approval  of  $150,000  more  for  the  biennium  than  the  executive  had  recommended  for  expert  witness  fees; 

7)  a  reduction  of  $1 8,000  for  postage  costs  in  the  Property  Evaluation  Division.  In  the  past,  when  taxpayers  refused  to  give 
information  to  the  Department  of  Revenue  regarding  property  to  be  assessed,  the  department  was  required  to  use  certified 
mail  to  notify  those  taxpayers  about  its  plans  to  conduct  the  assessment.  HB  87  eliminated  that  requirement; 

8)  removal  of  $309,000  of  funding  for  8.0  FTE  in  fiscal  1998  and  $1,041,000  of  funding  for  33.0  FTE  in  fiscal  1999  in  the 
Property  Evaluation  Division.  Since  SB  195  stops  the  property  reappraisal  that  would  have  taken  place  in  1997,  the 
legislature  lowered  staff  levels  in  the  Property  Evaluation  Division,  which  would  have  conducted  the  reappraisal. 

The  legislature  did  not  fund  the  following  new  proposals: 

1)  4.0  FTE  and  $243,070  for  the  biennium  for  the  abandoned  property  program; 

2)  funding  amounts  of  $308,720  for  the  biennium  for  ongoing  support  of  the  Teleflle  pilot  project  to  develop  methods  to  file 
tax  returns  over  the  telephone,  and; 

3)  $86,165  general  fund  for  the  biennium  for  office  rent  for  the  Property  Valuation  Division's  Cascade  County  office. 
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In  addition,  the  executive  had  recommended  adding  $666,000  of  general  fund  and  $666,000  of  other  funds  over  the  biennium 
for  increased  processing  costs  associated  with  consolidation  of  the  Department  of  Labor  and  Industry  and  Department  of 
Revenue  payroll  for  collection  functions,  as  outlined  in  HB  561 .  The  legislature  added  $266,400  general  fund  and  $666,000 
other  funds  for  this  purpose.  The  legislature  also  granted  $46,992  state  special  revenue  and  0.5  FTE  for  support  of  SB  354, 
which  allows  the  state  to  issue  more  restaurant  beer  and  wine  licenses.  Funding  for  the  provisions  of  this  bill  had  not  been 
included  in  the  Executive  Budget. 
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Program  Proposed  Budget 

Base 

Budget 

Fiscal  1996 

PL  Base 

Adjustment 
Fiscal  1998 

New 

Proposals 

Fiscal  1998 

Total 
Leg.  Budget 
Fiscal  1998 

Directors  Office 

PL  Base               New 
Adjustment          Proposals 
Fiscal  1999        Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  98-99 

Budget  Item 

FTE 

23,00 

23.00 

23.00 

23.00 

Personal  Services 
Operating  Expenses 
Equipment 

795,298 

273,083 

19,497 

156,338 

110,780 

(4,122) 

481,100 
200,000 

951,636 
864,963 
215,375 

163,399 

(939) 

(4,122) 

251,300 

958,697 

523,444 
15,375 

1,910,333 

1,388,407 

230.750 

Total  Costs 

$1,087,878 

$262,996 

$681,100 

$2,031,974 

$158,338 

$251,300 

$1,497,516 

$3,529,490 

General  Fund 
State/Other  Special 
Federal  Special 
Proprietary 

963,084 

3,722 

986 

120,086 

256,279 

(503) 

(136) 

7,356 

324.643 
(2,601) 
486,500 
(127,442) 

1 ,544,006 

618 

487,350 

192,448 
(3,722) 
(986) 
(29,402) 

162,484 

179,500 
(90,684) 

1,318,016 
179,500 

2.862.022 

618 

666,850 

Total  Funds 

$1,087,878 

$262,996 

$681,100 

$2,031,974 

$158,338 

$251,300 

$1,497,516 

$3,529,490 

Program  Description 

The  Director's  Office  provides  management  control,  coordination  of  policy  direction,  strategic  planning,  and  legal  services 
to  assist  the  tax  and  liquor  programs  in  fulfilling  their  responsibilities.  Legal  services  staff  advise  other  program  staff  and 
handle  a  large  number  of  tax  appeals  before  the  State  Tax  Appeal  Board  and  state  courts.  Research  and  information  staff 
perform  and  publish  studies  concerning  the  impact  on  state  and  local  revenue  sources  caused  by  legislative  action,  executive 
decisions,  and  changes  in  economic  patterns. 

Program  Narrative 

The  legislature  reduced  the  one-time  only  funding  associated  with  the  Department  of  Labor  and  Industry  and  Department 
of  Revenue  consolidation  project  authorized  by  HB  561  to  $932,400  from  the  originally  recommended  total  funding  of  $1.3 
million  over  the  biennium.  At  the  time  of  the  writing  of  this  report,  department  personnel  indicated  they  plan  to  pursue  areas 
where  costs  can  be  reduced  or  other  funding  can  be  made  available  to  provide  the  originally  requested  level  of  funding  for 
the  project. 

Funding 

The  Director's  Office  is  funded  with  general  fund,  state  special  revenue  funds,  and  proprietary  funds.  State  special  revenue 
consists  of  unclaimed  property  funds  and  proceeds  from  the  accommodations  tax.  (The  cigarette,  and  payroll  taxes  that 
formerly  provided  state  special  revenue  to  the  program  were  de-earmarked  to  the  general  fund  by  HB  1 66.  General  fund 
support  of  the  Director's  Office  increased  to  make  up  for  the  loss  of  funding  from  the  de-earmarked  taxes.)  The  state  special 
revenue  funds  pay  a  portion  of  the  department's  biennial  audit  cost.  The  federal  royalty  audit  program  provides  federal  funds 
that  also  pay  a  portion  of  the  biennial  audit  cost.  Proprietary  funds  are  liquor  enterprise  funds  that  pay  the  liquor  division's 
share  of  the  agency-wide  overhead  costs  of  the  Director's  Office  and  a  portion  of  the  biennial  audit  costs. 
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Present  Law 

4)  Equipment  -  Computers  Replacement  -  The 
legislature  provided  funding  for  replacement 
equipment  resulting  in  present  law  decreases  of 
$4,122  for  fiscal  years  1998  and  1999.  The 
amounts  include  $15,375  per  year  for 
replacement  of  personal  computers. 

5)  Cyclical  Session  Year  Expenses  -  The 
legislature  provided  funding  for  legislative 
session  year  expenses.  The  present  law 
reduction  of  $4,460  in  fiscal  1998,  which  is  not 
a  session  year,  represents  the  elimination  of 
overtime  expenses  incurred  during  the  base 
year.  The  fiscal  1999  present  law  increase  of 
$1 1,661  consists  of  overtime  for  staff  in  the 
Office  of  Research  and  Information  during  the 
1999  session,  increased  computer  processing 
for  tax  projections  and  modeling,  and  printing 
of  publications  including  the  department 
biennial  report  and  Ta.xpayer's  Digest. 

6)  Expert  Witnesses  -  The  legislature  provided  funding  for  additional  hours  of  contracted  service  fees  for  expert  witnesses 
in  major  litigation,  resulting  in  present  law  increases  of  $89,901  each  fiscal  year. 

7)  Systems  Development  -  The  legislature  approved  a  present  law  reduction  of  $20,000  each  year,  which  reflects  the 
completion  of  development  projects  during  the  current  biennium. 

8)  General  Base  Expenditures  -  The  legislature  approved  present  law  reductions  of  $5,012  each  fiscal  year.  The  amounts 
reflect  expenditures  made  in  fiscal  1996  that  were  coded  to  the  general  "other  expenses"  category  that  will  be  eliminated  in 
the  1999  biennium. 

9)  Longevity  Correction  -  This  addition  corrects  a  miscalculation  of  longevity  payments  in  the  initial  determination  of 
present  law  personal  services.  If  longevity  had  been  correctly  calculated,  these  funds  would  have  been  included  in  the 
"statewide  adjustments"  above. 
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Present  Law 

Adjustments 

Dlredori  OfTlce 

Adjustments 

Adjustments 

I^resenl  Law  Description 

Fiscal  1998 

Fiscal  1999 

Statewide  Present  Law  Adjustments 

158.580 

160.202 

01                  Personal  Services 

32                  Inflation  /  Denation 

(4.813) 

(5.902) 

03                 Fixed  Costs 

52,189 

(69,123) 

Total  StaUwide  Adjustmtnts 

$205,956 

$85,177 

Signiricant  Present  Law  Adjustments 

(4.122) 

(4.122) 

04      79199    Equipment  -  Computers  -  Replac 

05      91001    Cyclical  Session  Year  Expenses 

(4.460) 

11.661 

06      91002    Expert  Witnesses 

89,901 

89.901 

07      91003    Systems  Development 

(20.000) 

(20.000) 

08      91004    General  Base  Expenditures 

(5.012) 

(5.012) 

09      91656    Longevity  Correction 

2.218 

2.218 

Total  Significant  PL  Adjuamtnls 

$58,525 

$74,646 

Other  Base  Adjustments 

($1,485) 
$262,996 

($1,485) 
$158,338 

Grand  Total  Present  Law  Adjustments 

Department  of  Revenue 


A- 107 


Director's  Office 


Department  of  Revenue 


Director's  Office 


S801  01 

Department  of  Revenue 

^gislative  Budget  New  Proposals 

Fiscal  1998 

Directors  Office 

Fiscal  1999 

New  Proposal  Description                   FTE 

General 
Fund 

Other 
Funds 

total 
Funds 

FTE 

General 
Fund 

Oher 
Funds 

total 
Funds 

Fund  Change  From  Proprietary 

01  To  General  Fund 

02  Hb  166  Funding  Switch 

03  DoU/Dor  Incr  Proc  Costs 

Total  For  New  Proposals 

127,442 
197,201 

$324,643 

(127,442) 

(197,201) 
681,100 

$356,457 

681,100 
$681,100 

90,684 
71,800 

$162,484 

(90,684) 

(71,800) 
251,300 

$88,816 

251,300 
$251,300 

New  Proposals 

1)  Fund  Change  from  Proprietary  to  General  Fund  -  The  legislature  accepted  the  new  proposal  to  replace  liquor  enterprise 
funds  used  in  the  Director's  Office  with  general  fund.  The  passage  of  HB  576  by  the  1995  legislature  removed  certain 
proprietary  accounts,  including  the  liquor  enterprise  account,  from  the  list  of  accounts  requiring  appropriations.  The 
legislature  makes  this  switch  to  achieve  consistency  by  no  longer  appropriating  a  portion  of  a  non-appropriated  proprietary 
account  in  the  general  appropriations  act.  This  funding  switch  has  no  net  impact  on  the  general  fund,  since  liquor  enterprise 
funds  formerly  used  to  support  the  Director's  Office  will  go  to  the  general  fund. 

2)  HB  166  Funding  Switch  -  HB  166  de-earmarked  certain  funds  from  state  special  revenue  to  the  general  fund,  and 
eliminated  certain  other  statutory  appropriations.  This  adjustment  adds  general  fund  of  $269,001  over  the  biennium,  of  which 
$194,600  will  make  up  state  special  revenue  funding  for  the  Department  of  Labor  and  Industry  and  Department  of  Revenue 
consolidation,  approved  in  House  Bill  561.  (See  the  writeup  for  new  proposal  3  below.)  Since  the  taxes  were  de-earmarked 
to  the  general  fund,  revenue  to  the  general  fund  is  increased  by  the  amount  of  the  state  special  revenue  reduction. 

3)  DOLI/DOR  Consolidation  Increased  Processing  Costs  -  The  legislature  provided  funding  of  $932,400  for  the  biennium 
for  consolidation  of  unemployment  insurance  tax  functions  in  the  Department  of  Labor  and  Industry  (DOLI)  as  outlined  in 
House  Bill  561.  The  fiscal  1998  appropriation  consists  of  $271,100  for  contracted  audit  services  from  CPA  firms,  for 
business  process  re-engineering,  and  for  contracted  services  to  relocate  33.0  FTE  from  the  DOLI  to  the  Mitchell  Building 
(an  additional  10.0  FTE  field  auditor  positions  will  become  DOR  employees,  but  will  not  need  to  physically  relocate); 
$210,000  for  increased  computer  processing  costs,  and  $200,000  for  new  equipment.  The  fiscal  1999  appropriation  consists 
of  $89,300  for  increased  contracted  audit  services  and  $162,000  for  increased  computer  processing  costs.  While  the  table 
shows  no  general  fund,  due  to  the  de-earmarking  discussed  in  new  proposal  number  2  above,  funding  for  fiscal  1998  is 
$194,600  general  fund  and  $486,500  federal  special  revenue.  Funding  for  fiscal  1999  is  $71,800  general  fund  and  $179,500 
federal  special  revenue. 

Language 

"Item  Ic  is  contingent  upon  passage  and  approval  of  House  Bill  No.  561." 

Item  Ic  provided  funding  to  pay  costs  associated  with  the  Department  of  Labor  and  Industry  and  Department  of  Revenue 
Consolidation  provided  for  in  HB  561.  HB  561  was  passed  and  approved. 
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Operations  Division 

Prngram  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget 

Adjustment 

Proposals 

Leg.  Budget 

Adjustment 

Proposals 

Leg.  Budget 

Leg.  Budget 

Budget  Item 

Fiscal  1996 

Fiscal  1998 

Fiscal  1998 

Fiscal  1998 

Fiscal  1999 

Fiscal  1999 

Fiscal  1999 

Fiscal  98-99 

FTE 

71.25 

0.75 

72.00 

1.00 

72.25 

72.00 

Personal  Services 

1,966.967 

191,193 

31,967 

2,190,127 

193,583 

42,623 

2.203.173 

4,393,300 

Operating  Expenses 

434.537 

2.289 

3,003 

439,829 

915 

4,357 

439,809 

879,638 

Eiquipmeni 

78.784 

(42,759) 

36,025 

(36.394) 

42.390 

78,415 

Debt  Service 

6.678 

(6,678) 

(6,678) 

Total  Costs 

$2,486,966 

$144,045 

$34,970 

$2,665,981 

$151,426 

$46,980 

$2,685,372 

$5,351,353 

General  Fund 

2.128.352 

119,751 

417,878 

2,665,981 

129,173 

425.570 

2,683,095 

5.349,077 

State/Other  Special 

102.724 

8,125 

(110.849) 

(0) 

8,462 

(111.186) 

0 

(0 

Federal  Special 

2,277 

2,277 

2.277 

Proprietary 

255.890 

16,169 

(272,059) 

(0) 

13,791 

(269,681) 

(0) 

(0 

Total  Funds 

$2,486,966 

$144,045 

$34,970 

$2,665,981 

$151,426 

$46,980 

$2,685,372 

$5,351,353 

Program  Description 

The  Operations  Division  was  created  in  fiscal  1994  through  a  reorganization  that  combined  the  former  Centralized  Services 
and  Data  Processing  Divisions.  The  division's  duties  include  the  following:  1)  performing  a  variety'  of  accounting, 
cashiering,  fiscal  control,  mail  receipt  and  distribution,  purchasing,  and  budgeting  services  for  all  department  programs, 
including  administration  of  old  fund  liability  tax  and  beer  and  wine  tax  collections;  and  2)  providing  automated  data  and  word 
processing,  systems  analysis,  systems  development  and  maintenance,  data  entry,  computer  operations  support,  technical 
support,  and  research  services  for  all  department  programs. 

As  a  support  unit,  the  Operations  Division  is  indirectly  authorized  by  all  other  statutes  authorizing  Department  of  Revenue 
functions  and  programs.  In  addition,  the  Operations  Division  distributes  liquor,  beer,  and  wine  tax  proceeds  to  local 
governments  pursuant  to  sections  16-1-404,  16-1-410,  and  16-1-411,  MCA.  The  program  exists  under  state  mandates. 

Funding 

Funding  for  the  Operations  Division  is  from  the  general  fund  and  liquor  enterprise  funds.  The  division  formerly  received 
funding  from  old  fund  liability  tax  (OFLT)  revenues.  House  Bill  166  de-earmarked  these  funds  to  the  general  fund.  The 
division  received  an  increase  in  general  fund  support  to  make  up  for  the  loss  of  the  OFLT  revenues.  For  a  further  discussion 
of  the  liquor  enterprise  funds,  see  the  funding  summary  under  the  Director's  Office  section. 

Present  Law 

4)  Equipment  -  Computers  -  Replacement  -  The  legislature  provided  funding  for  replacement  computer  equipment  in 
amounts  resulting  in  net  reductions  of  $42,759  in  fiscal  1998  and  $36,394  in  fiscal  1999. 

5)  Computer  Processing  Growth  -  The  legislature  provided  funding  in  amounts  resulting  in  present  law  increases  of  $12,127 
in  fiscal  1998  and  $14,423  in  fiscal  1999  for  computer  processing  growth. 
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Present  Law 

Adjustments 

Operations  Division 

Adjustments 

Adjustments 

Present  Law  Description 

Fiscal  1998 

Fiscal  1999 

Statewide  Present  Law  Adjustments 

186,286 

188,676 

01                  Personal  Services 

02                 Inflation  /  Deflation 

(20,568) 

(27,556) 

03                 Fixed  Costs 

40,302 

49,120 

Total  Statewide  Adjustments 

$206,020 

$210,240 

Significant  Present  Law  Adjustments 

(42,759) 

(36,394) 

04      79199    Equipment  -  Computers  -  Replac 

05      91001    Computer  Processing  Growth 

12,127 

14,423 

06      91002    Decrease  Interest  Expense 

(6,678) 

(6,678) 

07      91003    Steamboat  Wiring  Upgrade 

5,500 

0 

08      91004    Staff  Recruiting 

(8,567) 

(8,567) 

09      91005    Computer  Equipment  In  Base 

(26,505) 

(26,505) 

10      91665    Longevity  Correction 

4,907 

4,907 

Total  Significant  PL  Adjustments 

($61,975) 

($58,814) 

Other  Base  Adjustments 

$0 

$144,045 

$0 
$151,426 

Grand  Total  Present  Law  Adjustments 

in  the  operating  expense  portion  of  the  base. 


6)  Decrease  Interest  Expense  -  The  legislature 
approved  a  present  law  decrease  of  $6,678  each 
year,  which  is  due  to  the  elimination  of 
installment  interest  expenditures  incurred 
during  the  base  year. 

7)  Steamboat  Wiring  Upgrade  -  The  legislature 
provided  for  a  present  law  increase  of  $5,500  in 
fiscal  1998  to  upgrade  substandard  network 
wiring  for  the  department  servers  located  in  the 
Steamboat  Block  building. 

8)  Staff  Recruiting  -  The  present  law  decrease 
of  $8,567  each  fiscal  year  is  a  decrease  from 
one-time  expenditures  that  were  included  in  the 
base. 

9)  Computer  Equipment  in  Base  -  The 
legislature  approved  present  law  reductions  of 
$26,505  each  fiscal  year.  The  amounts  reflect 
expenditures  for  computer  equipment  that  had 
been  charged  to  operating  expense  categories  in 
fiscal  1996  and  should  not  have  been  included 


10)  Longevity  Correction  -  This  addition  corrects  a  miscalculation  of  longevity  payments  in  the  initial  determination  of 
present  law  personal  services.  If  longevity  had  been  correctly  calculated,  these  funds  would  have  been  included  in  the 
"statewide  adjustments"  above. 
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^gislative  Budget  New  Proposals 

Fiscal 

1998 

OperatioDS 

Division 

Fiscal 

1999 

- 

(Jeneral 

Other 

Total 

(Jeneral 

Other 

lotal 

New  Proposal  Description 

FTE 

Fund 

Funds 

Funds 

ITI: 

Fund 

Funds 

Funds 

0 1       Fund  Change  From  Proprietary 

272,059 

(272.059) 

269.681 

(269,681) 

02  Hb  188  Allocated  Costs 

03  Hb  166  Funding  Switch 

04  Support  For  Electronic  Filing 

0.75 

110,849 
34.970 

(110,849) 

34,970 

1  00 

111,186 
44,703 

2,277 
(111.186) 

2,277 
44.703 

Total  For  New  Proposals 

0.75 

$417,878 

($382,908) 

$34,970 

1,00 

$425,570 

($378,590) 

$46,980 

New  Proposals 

1)  Funtj  Change  from  Proprietary'  to  General  Fund  -  The  legislature  accepted  the  new  proposal  to  replace  liquor  enterprise 
funds  used  in  the  Operations  Division  with  general  fund.  The  passage  of  HB  576  by  the  1995  legislature  removed  certain 
proprietary  accounts,  including  the  liquor  enterprise  account,  from  the  list  of  accounts  requiring  appropriations.  The 
legislature  approved  an  increase  in  general  fund  and  a  decrease  in  liquor  enterprise  funds  of  $541,940  for  the  biennium  to 
achieve  consistency  by  no  longer  appropriating  a  portion  of  a  non-appropriated  proprietary  account  in  the  general 
appropriations  act.  The  funding  switch  has  no  net  impact  on  the  general  fund,  since  liquor  enterprise  funds  formerly  used 
to  support  the  Operations  Division  will  go  to  the  general  fund. 

2)  House  Bill  188  Allocated  Costs  -  The  legislature  authorized  the  sale  of  $43.0  million  in  bonds  and  appropriated  the 
proceeds  to  six  agencies  for  various  information  technology  projects  (see  section  F  for  a  complete  analysis  of  this  legislation). 
All  agencies  were  provided  appropriations  in  fiscal  1999  to  pay  additional  debt  service  costs  through  the  statewide  and  state 
fund  cost  allocation  plans  and  increased  warrant  writing  and  payroll  service  fees.  This  adjustment  adds  $2,277  state  special 
revenue  over  the  biennium  to  pay  the  Department's  share  of  the  allocated  costs. 

3)  House  Bill  166  Funding  Switch  -  HB  166  de-earmarked  certain  funds  from  state  special  revenue  to  the  general  fund  and 
eliminated  certain  other  statutory  appropriations.  This  adjustment  adds  general  fund  of  $222,035  over  the  biennium, 
primarily  to  make  up  Old  Fund  Liability  Tax  state  special  revenue  ftinding  that  had  paid  part  of  the  division's  administrative 
costs.  Since  the  taxes  were  de-earmarked  to  the  general  fund,  revenue  to  the  general  fund  is  increased  by  the  amount  of  the 
state  special  revenue  reduction. 

4)  Support  for  Electronic  Filing  -  The  legislature  approved  a  one-time-only  increase  of  0.75  FTE  and  $34,970  in  fiscal  1998 
and  i  .00  FTE  and  $44,703  in  fiscal  1999  to  fund  a  technical  support  position  for  the  electronic  tax  filing  effort.  The  position, 
tiudgeted  as  a  grade  18,  will  be  responsible  for  investigation  and  application  of  current  technology,  direct  help  through 
interaction  with  the  taxpayer,  preparation  of  necessary  procedures,  and  documentation  for  the  electronic  tax  filing  process. 
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Program  Proposed  Budget 

Base 

Budget 

Fiscal  1996 

PL  Base 
Adjustment 
Fiscal  1998 

New 

Proposals 

Fiscal  1998 

Total 
Leg.  Budget 
Fiscal  1998 

Liquor  Division 

PL  Base                New 
Adjustment          Proposals 
Fiscal  1999        Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  98-99 

Budget  Item 

FTE 

9.00 

0.50 

9.50 

0.50 

9.50 

9.50 

Personal  Services 
Operating  Expenses 
Equipment 

212,587 

37,161 

9,523 

19.685 
7,987 
(5,443) 

13,124 

62,220 

3,524 

245,396 

107,368 

7,604 

19,685 
7,963 
(5,443) 

13,124 
45,000 

245.396 

90,124 

4,080 

490,792 

197,492 

11,684 

Total  Costs 

$259,271 

$22,229 

$78,868 

$360,368 

$22,205 

$58,124 

$339,600 

$699,968 

General  Fund 
State/Other  Special 

259,271 

22,229 

45,000 
33,868 

326,500 
33,868 

22,205 

45,000 

13,124 

326,476 
13,124 

652,976 
46,992 

Total  Funds 

$259,271 

$22,229 

$78,868 

$360,368 

$22,205 

$58,124 

$339,600 

$699,968 

Program  Description 

The  Liquor  Division  consists  of  two  functional  areas,  the  distribution  function  and  the  licensing  function,  that  control 
alcoholic  beverage  sales  and  distribution  and  the  licensing  of  alcoholic  beverage  manufacturers,  wholesalers,  and  retailers 
in  Montana  (Title  16,  MCA). 

The  distribution  ftinction  provides  consumers  and  retail  licensed  dealers  with  distilled  spirits  and  fortified  wines  through  a 
system  of  retail  liquor  franchisees.  The  distribution  function  covers  three  areas  of  responsibility:  the  Supply  Bureau,  the 
customer  service  representative,  and  the  liquor  distribution  accounting  section.  Supply  Bureau  activities  include  product 
procurement,  new  and  existing  product  analysis,  merchandise  warehousing,  retail  liquor  franchisee  order  assembling, 
merchandise  shipment  scheduling,  and  quarterly  retail  price  list  publishing.  The  customer  service  representative  activities 
include  franchise  contract  management,  bid  evaluation  for  selection  of  agency  franchisees,  and  resolution  of  all  problems 
related  to  daily  franchise  operations.  The  liquor  distribution  accounting  activities  include  management  of  accounts  payable, 
accounts  receivable,  and  liquor  inventories,  regulating  the  process  used  to  prepare  franchisee  product  orders,  and  merchandise 
mvoice  and  freight  claim  auditing. 

The  Licensing  Bureau  determines  applicant  qualifications  for  manufacture,  wholesale,  and  retail  licenses,  issues  licenses, 
and  processes  annual  renewals  of  licenses  and  registrations. 

Funding 

The  programs  of  the  Liquor  Division  are  funded  from  the  general  fund  and  from  the  liquor  enterprise  proprietary  fund.  The 
Liquor  Division  Licensing  Bureau  was  formerly  funded  with  liquor  enterprise  funds,  but  as  a  result  of  an  audit 
recommendation  made  by  the  Legislative  Audit  Division,  funding  for  the  bureau  was  changed  in  the  1997  biennium;  the 
bureau  is  now  funded  from  the  general  fund.  Since  liquor  enterprise  profits  are  transferred  to  the  general  fund,  the  money 
the  Licensing  Bureau  used  to  receive  from  the  liquor  enterprise  fund  now  goes  to  the  general  fund.  This  amount  necessarily 
equals  the  amount  the  Licensing  Bureau  now  receives  from  the  general  fund  to  make  up  for  the  loss  of  liquor  enterprise  funds, 
so  this  funding  change  has  had  no  net  effect  on  the  general  fund  balance.  Division  administration  and  the  liquor  distribution 
operation  are  funded  from  liquor  enterprise  funds  that  the  legislature  does  not  appropriate. 
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Present  Law 

4)  Replace  Computer  Equipment  -  The 
legislature  approved  funding  for  computer 
replacement  that  is  lower  than  the  base  year. 

5)  Overtime  -  The  legislature  approved  present 
law  decreases  of  $  i  ,489  each  fiscal  year  that  are 
attributable  to  overtime  expenditures  in  the  base 
year  that  are  not  expected  to  continue  in  the 
1999  biennium. 

6)  Liquor  Licensing  System  -  The  legislature 
approved  present  law  increases  of  $1,004  each 
fiscal  year  to  pay  for  increases  in  contracted 
vendor  payments  for  maintenance  and  support 
of  the  liquor  licensing  information  management 
system.  The  information  management  system 
is  shared  with  the  Department  of  Justice  to 
coordinate  data  for  the  investigation  and 
licensing  functions  for  gambling  and  liquor. 

The  Liquor  Division  is  responsible  for  3 1  percent  of  the  costs  of  the  shared  system. 
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Present  Law  Description 

Present  Law 

Adjustments 
Fiscal  1998 

Adjustments 

Adjustments 
Fiscal  1999 

Statewide  Present  Law  Adjustments 

21.174 
(937) 
7,920 

$28,157 

(5,443) 

(1,489) 

1.004 

($5,928) 

$0 

$22,229 

21,174 
(961) 
7,920 

$28,133 

(5.443) 

(1.489) 

1.004 

($5,928) 

$0 

$22,205 

01  Personal  Services 

02  Inflation  /  Deflation 

03  Fixed  Costs 

Total  Statewide  Adjustments 
Significant  Present  Law  Adjustments 

04  79199    Equipment  -  Computers  -  Replac 

05  91001    Overtime 

06  91002    Liquor  Licensing  System 

Total  Significant  PL  Adjustments 
Other  Base  Adjustments 

Grand  Total  Present  Law  AdjuOments 
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^gislative  Budget  New  Proposals 

Fiscal  1998 

Liquor 

Division 

Fisca 

1  1999 

- 

(jeneral 

Other 

I  Dial 

General 

Other 

1  oial 

New  Proposal  Description 

FTE 

Fund 

Funds 

Funds 

FTE 

Fund 

Funds 

Funds 

0 1  Fund  Change  From  Proprietary 
Sb  354  -  Restaurant  Beer  And 

02  Wine  Licensing 

0.50 

45.000 

33.868 

45,000 
33,868 

0.50 

45,000 

13.124 

45.000 
13.124 

Total  For  New  Pmposals 

0.50 

$45,000 

$33,868 

$78,868 

0.50 

$45,000 

$13,124 

$58,124 

New  Proposals 

1 )  Fund  Change  from  Proprietary  to  General  Fund  -  The  legislature  accepted  the  new  proposal  to  replace  $45,000  of  liquor 
enterprise  funds  that  had  partially  supported  the  functions  of  the  Licensing  Bureau  (and  had  been  appropriated  through  a 
language  appropriation  in  the  past)  with  $45,000  of  general  fund  each  fiscal  year.  This  switch  was  made  to  remove  the 
appropriation  of  a  non-appropriated  proprietarv'  account  in  the  general  appropriations  act.  The  funding  switch  has  no  net 
impact  on  the  general  fund,  since  liquor  enterprise  funds  formerly  used  to  support  the  Licensing  Bureau  will  go  to  the  general 
fund. 
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2)  Senate  Bill  354  -  Restaurant  Beer  and  Wine  Licensing  -  The  legislature  granted  $46,992  state  special  revenue  and  0.5  FTE 
over  the  biennium  to  implement  Senate  Bill  354,  which  allows  the  state  to  issue  more  restaurant  beer  and  wine  licenses.  The 
state  special  revenue  account  from  which  the  funds  will  be  derived  is  established  in  the  bill  and  will  be  funded  by  20  percent 
of  the  revenue  from  the  license  application  fees. 

Language 

"Liquor  division  proprietary  funds  necessary  to  maintain  adequate  inventories,  pay  freight  charges,  and  transfer  profit  and 
taxes  to  appropriate  accounts  are  appropriated  to  the  department  in  amounts  not  to  exceed  $50,433,000  in  fiscal  year  1998 
and  $51,370,000  in  fiscal  year  1999." 

The  legislature  adopted  the  language  due  to  a  provision  in  the  original  version  of  HB  169  that  required  that  enterprise  funds 
be  appropriated.  The  version  of  HB  169  that  was  passed  and  approved  did  not  contain  the  requirement.  Therefore,  the 
language  is  not  necessary  since  the  liquor  enterprise  funds  that  fund  the  division  do  not  require  an  appropriation. 
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Program  Proposed  Budget 

Base 

Budget 
Fiscal  1996 

PL  Base 

Adjustment 
Fiscal  1998 

New 

Proposals 

Fiscal  1998 

Total 
Leg.  Budget 
Fiscal  1998 

Income  Tax 

PL  Base                New 
Adjustment          Proposals 
Fiscal  1999        Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  98-99 

Budget  Item 

FTE 

127.15 

(0.50) 

126.65 

(0.50) 

126.65 

126.65 

Personal  Services 
Operating  Expenses 
Equipment 
Debt  Service 

3.256,083 

1.659,712 

54,582 

2.276 

358,769 
248.163 
24,550 
(2.276) 

122,000 

3.614,852 

2.029,875 

79,132 

367,920 
207,396 
25.612 
(2.276) 

122,000 

3,624,003 

1,989,108 

80.194 

7.238.855 

4.018.983 

159,326 

Total  Costs 

$4,972,653 

$629,206 

$122,000 

$5,723,859 

$598,652 

$122,000 

$5,693,305 

$11,417,164 

General  Fund 
State/Other  Special 

4,335.802 
636.851 

549.837 
79.369 

646.878 
(524.878) 

5.532.517 
191.342 

519.618 
79,034 

645.865 
(523.865) 

5.501,285 
192,020 

11.033.802 
383,362 

Total  Funds 

$4,972,653 

$629,206 

$122,000 

$5,723,859 

$598,652 

$122,000 

$5,693,305 

$11,417,164 

Program  Description 

The  Income  Tax  Division  administers  and  enforces  the  Montana  individual  income  tax  laws,  including  employer  withholding 
and  payroll  taxes.  It  also  is  responsible  for  miscellaneous  taxes  not  administered  by  other  agencies  or  divisions  including 
tobacco,  accommodations,  inheritance,  estate,  emergency  telephone,  various  tax  "check-offs",  and  the  old  fund  liability  tax 
(OFLT).  The  division  also  trains  volunteers  to  assist  others  in  completing  returns,  conducts  small  business  clinics  to  inform 
employers  of  the  requirements  for  state  tax  withholding,  and  manages  training  programs  on  changes  in  tax  laws  and 
regulations  for  tax  practitioners. 

Funding 

The  Income  &  Miscellaneous  Tax  Division  is  funded  primarily  from  the  general  fund  and  state  special  revenue  derived  from 
various  taxes.  Each  tax  contributes  to  program  funding  in  approximate  proportion  to  the  level  of  effort  required  for  its 
administration  and  collection.  These  miscellaneous  tax  programs  include  the  accommodations  tax,  unclaimed  property, 
various  tax  return  "check-offs",  and  the  emergency  telephone  tax. 

The  Old  Fund  Liability  Tax  and  the  cigarette  tax  funds  that  had  provided  support  for  the  division  were  de-earmarked  to  the 
general  fund  by  HB  166.  The  division's  general  fund  support  was  increased  to  make  up  for  the  loss  of  the  tax  funds. 
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Present  Law 

Adjustments 

Income  Tax 

Adjustments 

Adjustments 

Present  Law  Description 

Fiscal  1998 

Fiscal  1999 

Statewide  Present  Law  Adjustments 

350,906 

360,057 

01                 Personal  Services 

02                  Inflation  /  Deflation 

(125,404) 

(173,388) 

03                  Fixed  Costs 

101,360 

103,441 

Total  Statewide  Adjustments 

$326,862 

$290,110 

Significant  Present  Law  Adjustments 

24,550 

25,612 

04      79199    Equipment  -  Computers  -  Replac 

05      91001    Reduce  Equipment  In  Base 

(9,696) 

(9,696) 

06      91002    Mainframe  Processing  Growth 

255,432 

260,257 

07      91003    Medical  Care  Savings  Accounts 

1,676 

1,676 

08      91008    Lease  Replacement  Vehicles 

3,588 

3,298 

39      91031    Cigarette  Stamps 

15,000 

15,000 

10      91032    Sbas  Entry  &  Edit  Credit 

4,139 

4,139 

11      91666    Longevity  Correction 

7,863 

7,863 

Total  Significant  PL  Adjustments 

$302,552 

$308,149 

Other  Base  Adjustments 

($208) 
$629,206 

$393 
$598,652 

Grand  Total  Present  Law  Adjustments 

Present  Law 

I)  Personal  Services  -  The  legislature  approved 
a  present  law  increase  of  1 .0  FTE,  but  removed 
the  funding  for  a  1 .0  FTE  administrative  support 
position  and  a  0.5  FTE  administrative  support 
position.  The  positions  had  been  vacant  for  an 
extended  period  of  time. 

4)  Equipment  -  Computers  -  Replacement  -  The 
legislature  provided  funding  in  amounts  resulting 
in  present  law  increases  of  $24,550  in  fiscal  1998 
and  $25,612  in  fiscal  1999.  The  amounts  allow 
for  replacement  of  personal  computers  every  four 
years. 

5)  Reduce  Equipment  in  Base  -  The  legislature 
accepted  a  present  law  decrease  of  $9,696  each 
year,  which  is  due  to  the  removal  of  computer 
and  office  equipment  from  the  base  operating 
expense  categories. 

6)  Mainframe  Processing  Growth  -  The  legislature  provided  for  present  law  increases  of  $255,432  in  fiscal  1998  and 
$260,257  in  fiscal  1999  to  pay  for  increased  use  of  the  mainframe. 

7)  Medical  Care  Savings  Accounts  -  The  legislature  provided  for  present  law  increases  of  $1,676  each  year  for  additional 
operating  expenses  resulting  from  implementation  of  HB  560  (passed  by  the  1995  legislature)  that  authorized  medical  care 
savings  accounts.  The  present  law  adjustment  includes  an  additional  1 .0  FTE  authorized  by  HB  560.  (The  position  was  at 
0.5  FTE  in  fiscal  1997.) 

8)  Lease  Replacement  Vehicles  -  The  legislature  provided  $6,090  in  fiscal  1998  and  $5,800  in  fiscal  1999  for  vehicles  to 
be  leased  from  the  State  Motor  Pool.  These  amounts  result  in  present  law  increases  of  $3,588  in  fiscal  1998  and  $3,298  in 
fiscal  1999. 

9)  Cigarette  Stamps  -  The  legislature  provided  for  a  present  law  increase  of  $1 5,000  each  year  to  pay  for  approximately  2,1 50 
rolls  of  cigarette  stamps. 

10)  SBAS  Entrv  &  Edit  Credit  -  The  legislature  provided  for  a  present  law  increase  of  $4,139  each  year  to  allow  the  reversal 
of  a  credit  balance  in  the  Statewide  Budgeting  and  Accounting  System  (SBAS)  on-line  entry  and  edit  expenditures. 

II)  Longevity  Correction  -  This  addition  corrects  a  miscalculation  of  longevity  payments  in  the  initial  determination  of 
present  law  personal  services.  If  longevity  had  been  correctly  calculated,  these  funds  would  have  been  included  in  the 
"statewide  adjustments"  above. 
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Department  of  Revenue 

,egislaiive  Budget  New  Proposals 

Fiscal 

1998 

Income  Tax 

Fiscal  1999 

New  Proposal  Description 

FTE 

Cjeneral 
Fund 

Other 
Funds 

total 
Funds 

FTE 

General 

Fund 

Other 

Funds 

lotal 

Funds 

01  Hb  166  Funding  Switch 

02  Pnnung  Costs 

03  Universal  Access  Fund  Admin 

Tdial  F(ir  New  Pmposals 

529.878 
117,000 

$646,878 

(529.878) 

5.000 
($524,878) 

117,000 
5,000 

$122,000 

528.865 

117.000 

$645,865 

(528.865) 

5.000 
($523,865) 

117.000 
5,000 

$122,000 

New  Proposals 

1 )  House  Bill  166  Funding  Switch  -  HB  166  de-earmarked  certain  funds  from  state  special  revenue  to  the  general  fund,  and 
eliminated  certain  other  statutory  appropriations.  This  adjustment  adds  general  fund  of  $1,058,743  over  the  biennium  to  make 
up  Old  Fund  Liability  Tax  and  cigarette  state  special  revenue  funding  that  had  paid  part  of  the  division's  administrative  costs. 
Since  the  taxes  were  de-earmarked  to  the  general  fund,  revenue  to  the  general  fund  is  increased  by  the  amount  of  the  state 
special  revenue  reduction. 

2)  Printing  Costs  -  The  legislature  accepted  the  new  proposal  for  an  increase  in  general  fund  of  $  1 1 7,000  each  year  to  cover 
price  increases  in  the  cost  of  paper  and  printing  associated  with  the  production  of  individual  income  tax  booklets  and 
additional  scannable  coupons  for  the  remittance  processing  system  (RPS). 

3)  Universal  Access  Fund  Administration  -  The  legislature  approved  an  increase  of  $5,000  each  year  in  state  special  revenue 
from  the  universal  access  fund  account  to  provide  for  forms  revision,  additional  printing  expenses,  and  public  education 
expenses  associated  with  the  administration  of  the  collection  of  the  new  universal  access  fund  revenues  authorized  in  SB  %^. 

Language 

"The  appropriation  in  item  4b  for  universal  access  fund  administration  is  contingent  on  the  passage  and  approval  of  Senate 
Bill  no.  89  by  the  1997  legislature." 

Senate  Bill  89  was  passed  and  approved. 
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Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget 

Adjustment 

Proposals 

Leg.  Budget 

Adjustment 

Proposals 

Leg.  Budget 

Leg.  Budget 

Budget  Item 

Fiscal  1996 

Fiscal  1998 

Fiscal  1998 

Fiscal  1998 

Fiscal  1999 

Fiscal  1999 

Fiscal  1999 

Fiscal  98-99 

FTE 

32.93 

(1.38) 

31.55 

(1.38) 

31.55 

31.55 

Personal  Services 

1,078,495 

81,353 

1,159,848 

83,427 

1,161,922 

2,321,770 

Operating  Expenses 

531,227 

(101,064) 

10,000 

440,163 

(100,905) 

10,000 

440,322 

880,485 

Equipment 

14,404 

13,346 

27,750 

12,346 

26,750 

54,500 

Total  Costs 

$1,624,126 

($6,365) 

$10,000 

$1,627,761 

($5,132) 

$10,000 

$1,628,994 

$3,256,755 

General  Fund 

1,368,902 

(7,532) 

10,000 

1,371,370 

(7,320) 

10,000 

1,371,582 

2,742.951 

State/Other  Special 

30,142 

423 

30,565 

449 

30,591 

61,157 

Federal  Special 

225,082 

744 

225,826 

1,739 

226,821 

452,647 

Total  Funds 

$1,624,126 

($6,365) 

$10,000 

$1,627,761 

($5,132) 

$10,000 

$1,628,994 

$3,256,755 

Program  Description 

The  Natural  Resource  and  Corporation  Tax  Division  administers  various  taxes  including  the  corporation  license  tax,  the  oil 
and  gas  production  taxes,  the  coal  severance  tax,  the  metal  mines  tax,  the  gross  and  net  proceeds  tax,  the  local  government 
severance  tax,  the  electrical  energy  license  tax,  and  the  resource  indemnity  and  ground  water  assessment  tax.  The  division 
also  administers  the  state  and  federal  royalty  audit  programs  related  to  mineral  production  from  state  and  federal  lands  located 
in  Montana. 

Funding 

The  Corporation  Tax  Division  is  funded  with  84  percent  general  fund,  2  percent  state  special  revenue  funds,  and  14  percent 
federal  ftinds.  State  special  revenue  comes  from  oil  and  gas  well  tax  revenues.  Federal  funds  are  from  the  U.S.  Department 
of  Interior,  Minerals  Management  Service  (MMS).  The  division  has  a  contract  with  MMS  to  conduct  audits  of  oil,  gas,  and 
coal  producers  who  operate  on  federal  lands  in  Montana.  MMS  reimburses  the  state  for  all  costs  of  the  royalty  audit  program. 
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Base 

PL  Base 

New 

Total 

Corporati 

PL  Base 

on  Tax 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  1996 

Adjustment 
Fiscal  1998 

Proposals 
Fiscal  1998 

Leg.  Budget 
Fiscal  1998 

Adjustment 
Fiscal  1999 

Proposals 
Fiscal  1999 

Leg.  Budget 
Fisc.il  1999 

Leg.  Budget 
Fiscal  98-99 

FTE 

32.93 

(1.38) 

31.55 

(1.38) 

31.55 

31.55 

Performance  Based 

1.624,126 

(6,365) 

10,000 

1,627,761 

(5,132) 

10,000 

1.628,994 

3,256,75.s 

Total  Costs 

$1,624,126 

($6,365) 

$10,000 

$1,627,761 

($5,132) 

$10,000 

$1,628,994 

$3,256,755 

General  Fund 
State/Other  Special 

1,368,902 
30,142 

(7,532) 
423 

10,000 

1,371,370 
30,565 

(7,320) 
449 

10,000 

1,371,582 
30,591 

2,742,951 
61,157 

Federal  Special 

225,082 

744 

225,826 

1,739 

226.821 

452,647 

Total  Funds 

$1,624,126 

($6,365) 

$10,000 

$1,627,761 

($5,132) 

$10,000 

$1,628,994 

$3,256,755 
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Performance  Based  Budget 

The  legislature  established  the  budget  for  the  Natural  Resource  and  Corporation  Tax  Division  using  the  concept  of 
performance  based  budgeting.  The  legislature  has  specified  goals  and  objectives  for  program  or  function  performance,  as 
well  as  measures  by  which  the  legislature  can  determine  whether  the  goals  and  objectives  have  been  met.  The  appropriation 
is  made  in  a  lump  sum,  and  left  for  the  agency  to  determine  the  best  allocation  of  the  total  appropriation  to  accomplish  the 
specified  goals  and  objectives  and  meet  the  performance  measures. 

Goals  and  Performance  Measures 

The  corporation  tax  division  will  attempt  to  achieve  the  following  goals  and  objectives  by  meeting  the  specified  performance 
measures: 

GOAL  1 :  To  promote  fair  and  consistent  treatment  of  all  taxpayers  through  uniform  application  of  tax  law. 

Objective  1 :  Expand  taxpayer  surveys  to  include  field  audit,  office  audit,  correspondence,  customer  service,  and  electronic 
filings  by  June  30,  1999. 

Performance  Measures: 

( 1 )  Develop  quality  service  questionnaires  by  June  30,  1 997. 

(2)  Implement  the  use  of  quality  service  questionnaires  and  compile  results  that  will  be  statistically  valid  and  will 
provide  a  basis  for  future  changes. 

Objective  2:  Improve  audit  efficiency  and  create  a  more  equitable  selection  process  by  increased  use  of  risk  assessment  and 
apportionment  data  analysis. 

Performance  Measures: 

(1)  By  June  30,  1998,  50%  of  all  audits  selected  will  be  made  through  the  improved  audit  selection  process  by  using 
oil  and  natural  gas  purchaser  information  data  base  and  statistical  information  for  producers.  Corporation  tax  audits  will 
be  selected  through  the  use  of  apportionment  data  analysis  available  on  the  data  base. 

(2)  By  June  30,  1999,  80%  of  all  audits  will  be  selected  by  the  use  of  the  new  selection  process. 

GOAL  2:  To  make  conducting  business  with  the  department  as  simple  and  pleasant  as  possible. 

Objective  1:  Perform  a  biennial  review  and  make  recommendations  to  the  1999  legislature  for  streamlining  or  simplifying, 
or  both,  natural  resource  and  corporation  tax  statutes. 

Performance  Measures: 

(1)  By  June  30,  1998,  survey  all  producers  to  determine  whether  the  reporting  and  payment  of  oil  and  natural  gas 
production  taxes  by  the  first  purchaser  is  the  most  appropriate  or  efficient  method. 
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(2)  By  June  30,  1997,  establish  a  working  group  of  producers,  royalty  owners,  county  and  school  officials,  and  other 
interested  citizens  to  study  further  consolidation  and  simplification  of  the  tax  rate  structure  for  oil  and  natural  gas  [ 
production. 

(3)  By  June  30,  1998,  develop  a  proposal  to  present  to  the  1999  legislature  that  addresses  the  issues  developed  by  the 
working  group. 

(4)  Meet  with  CPAs  and  other  interested  groups  throughout  the  biennium  to  discuss  proposals  for  changes  in  statutes 
or  filing  requirements. 

Objective  2:  Timely  response  to  taxpayer  request  for  services. 

Performance  Measures: 

(1)  Issue  95%  of  all  refunds  of  overpayments  within  15  working  days  of  receipt. 

(2)  Issue  95%  of  all  requests  for  tax  certificates  within  3  days  of  receipt. 

(3)  Respond  to  95%  of  taxpayer  requests  for  information  within  5  days  of  receipt. 

GOAL  3:  To  continually  seek  greater  efficiency  in  agency  programs,  helping  to  ensure  that  resources  are  used  wisely. 
Objective  1 :  Increase  the  average  number  of  field  audits  completed  each  year  of  the  biennium  without  an  increase  in  staff 
Performance  Measures: 

(1)  Complete  audits  of  35  natural  resource  companies  (includes  oil,  natural  gas,  coal,  metals,  and  industrial  minerals 
producers)  each  year  of  the  biennium. 

(2)  Complete  35  corporation  license  tax  audits  each  year  of  the  biennium. 

(3)  Reduce  by  25%  the  amount  of  time  spent  by  audit  staff  in  the  corporation  tax  bureau  on  nonaudit  activities  for  each 
year  of  the  biennium. 

(4)  Achieve  a  5%  reduction  in  average  hours  spent  on  completing  field  audits  during  each  year  of  the  biennium. 
GOAL  4:  To  maintain  and  value  a  high-quality  workforce 

Objective  1:  Seek  out  job-specific  additional  training  opportunities. 

Objective  2:  Expand  customer  feedback  to  address  more  than  field  audit  performance. 

GOAL  5:  To  foster  a  positive  relationship  with  government  and  citizen  groups  impacted  by  taxation  policy. 

Objective  1 :  Seek  noncorporation,  nonnatural  resource-producing  public  input  and  input  from  impacted  counties  and  schools 
prior  to  regulatory  or  statutory  changes. 
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I )   Personal  Services  -  The  legislature  provided 

funding  for  3 1 .55  FTE,  with  a  3  percent  vacancy  [Present  Uw  Description 


02 
03 


savings  rate,  after  removing  funding  for  1 .38  FTE    statewide  Present  Law  A(^justments 
administrative  support  positions  that  had  been   q, 
vacant  for  an  extended  period  of  time. 

4)  Equipment  -  Personal  Computer  Replacement 

-  The  legislature  approved  present  law  increases  c      r-     .  i>_      .  i       aj-  ..^    . 
="  rr  r  Sigmficant  Present  Law  Adiustments 

of  $13,346  in  fiscal  1998  and  $12,346  in  fiscal  "^ 

1999  for  replacement  of  personal  computers. 


Personal  Services 
Inflation  /  Deflation 
Fixed  Costs 

Total  Statewide  Adjustments 


79199  Equipment  -  Computers  -  Replac 

79281  Multistate  Tax  Commission 

79282  Reduce  Computer  Equipment 

79283  Federal  Audit  Authority 

79284  Longevity  Correction  -  Pbb 

Total  Significant  PL  Adjustments 
Other  Base  Adjustments 


Grand  Total  Present  Law  Adjustments 


Present  Law  Adjustments 


Adjustments 
Fiscal  1998 


Adjustments 
Fiscal  1999 


79.182 

(8.430) 

(69,575) 

$1,177 


81.256 
(11.276) 
(68.253) 

$1,727 


13.346 

12.346 

16.875 

18.558 

(50.134) 

(50.134) 

10.200 

10.200 

2.171 

2.171 

($7,542) 

($6,859) 

$0 

$0 

(S6.365) 

($5,132) 

04 
05 
06 

5)  Multistate  Tax  Commission  -  The  legislature  07 
approved  present  law  increases  of  $16,875  in  ^^ 
fiscal  1998  and  $18,558  in  fiscal  1999  to  pay  for 
expenses  associated  with  participation  in  the 
Multi-state  Tax  Commission.  The  increases  are 
funded  approximately  97.9  percent  from  the 
general  fund  and  2.1  percent  from  the  state  special  revenue  fund. 

6)  Reduce  Computer  Equipment  -  The  legislature  approved  funding  for  computer  equipment  replacement,  repair,  and 
maintenance  that  is  lower  than  the  base  year.  The  funding  split  for  the  decreases  is  97.9  percent  general  fund  and  2.1  percent 
slate  special  revenue. 

7)  Federal  Audit  Authority  -  The  legislature  approved  present  law  increases  of  $10,200  each  fiscal  year  for  additional  federal 
royalty  audit  funds  authority  for  contracted  services.  The  additional  authority  will  provide  for  complete  funding  of  the 
allowable  audit  supervisor  costs  in  accordance  with  the  terms  of  the  federal  contract. 

8)  Longevity  Correction  -  This  addition  corrects  a  miscalculation  of  longevity  payments  in  the  initial  determination  of 
present  law  personal  services.  If  longevity  had  been  correctly  calculated,  these  funds  would  have  been  included  in  the 
"statewide  adjustments"  above. 
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^gislative  Budget  New  Proposals 

Fiscal  1998 

Corporation  Tax 

Fiscal  1999 

New  Proposal  Desc 

ription 

FTE 

CJeneral 
Fund 

Other 
Funds 

Total 
Funds 

FTE 

General 
Fund 

Other 
Funds 

lotal 
Funds 

01       Prinung  Costs 
Total  For  New 

-Pbb 
Proposals 

10,000 
$10,000 

10,000 
$10,000 

10,000 
$10,000 

10,000 
$10,000 

New  Proposal 

1)  Printing  Costs  -  PBB  -  The  legislature  accepted,  as  part  of  the  division's  performance  based  budget,  a  new  proposal  for 
an  increase  of  $10,000  each  year  in  general  fund  for  printing  expenses  to  provide  for  scannable  forms  and  coupons  and  a 
booklet  tax  form  for  corporate  tax  filings. 

Language 

"The  appropriation  provided  for  the  natural  resource  and  corporation  tax  division  is  contingent  upon  funds  being  used  to 
achieve  program  performance  targets  as  outlined  by  the  legislature  in  the  general  appropriations  act  for  the  1999  biennium. 
The  agency  shall  provide  semiannual  reports  to  the  Office  of  Budget  and  Program  Planning  and  the  Legislative  Fiscal 
Division  on  progress  towards  achievement  of  these  performance  targets  with  explanations  for  any  significant  variances." 


Department  of  Revenue  A- 122  Corporation  Tax 


S801  08 

Department  of  Revenue 

Property  Valuation 

Program  Proposed  Budgci 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget 

Adjustment 

Proposals 

Leg.  Budget 

Adjustment 

Proposals 

Leg   Budget 

Leg.  Budget 

Budget  Item 

Fiscal  1996 

Fiscal  1998 

Fiscal  1998 

Fiscal  1998 

Fiscal  1999 

Fiscal  1999 

Fiscal  1999 

Fiscal  98-99 

FTE 

375.56 

(9.00) 

366.56 

(34.00) 

341.56 

366.56 

Personal  Services 

10.485.808 

653.806 

11,139,614 

(559) 

10,485,249 

21,624,863 

Operating  Expenses 

2.519.848 

(107,633) 

22,980 

2,435,195 

(81,946) 

20.730 

2,458,632 

4,893,827 

Equipment 

99.304 

97,364 

16,560 

213,228 

111,936 

211.240 

424,468 

Debt  Service 

225.455 

(225,455) 

(225,455) 

Total  Costs 

$13,330,415 

$418,082 

$39,540 

$13,788,037 

($196,024) 

$20,730 

$13,155,121 

$26,943,158 

General  Fund 

13.293.819 

414.678 

39,540 

13,748,037 

(199,428) 

20.730 

13,115,121 

26,863,158 

State/Other  Special 

36.596 

3.404 

40,000 

3,404 

40.000 

80.000 

Total  Funds 

$13,330,415 

$418,082 

$39,540 

$13,788,037 

($196,024) 

$20,730 

$13,155,121 

$26,943,158 

Program  Description 

The  Property  Valuation  Division  performs  property  appraisal  and  assessment  functions  statewide.  The  division's  duties 
include  the  following:  1 )  completing  reappraisal  of  all  real  property  in  accordance  with  the  statutory  time  schedule;  2)  valuing 
new  construction  and  land  use  changes;  3)  assessing  personal  property  each  year;  4)  auditing  property  tax  returns  to  ensure 
all  taxable  property  is  reported;  5)  centrally  valuing  railroad,  public  utility,  and  airline  properties;  6)  considering  all  requests 
for  property  tax  exemptions  and  reductions;  7)  defending  the  department  in  tax  appeals  before  county  and  state  tax  appeal 
boards  and  the  courts;  and  8)  conducting  schools  for  appraisal  and  assessment  staff 

Program  Narrative 

SB  195  stops  the  property  reappraisal  the  Property  Valuation  Division  was  to  conduct  beginning  in  1997.  Given  that  the 
property  reappraisal  will  not  take  place,  the  legislature  reduced  the  division's  personal  services  budget  by  8.0  FTE  and 
$309,000  in  fiscal  1998  and  by  33.0  FTE  and  $1,041,000  in  fiscal  1999. 

Funding 

The  program  is  funded  entirely  from  the  general  fund  except  for  $40,000  each  year  of  state  special  revenue  from  the  Property 
Value  Improvement  Fund. 

Present  Law 

1)  Personal  Sen'ices  -  The  legislature  removed  funding  for  a  1.0  appraiser  position  that  had  been  vacant  for  an  extended 
period  of  time.  The  legislature  also  removed  funding  for  8.0  FTE  appraiser  positions  in  fiscal  1998  and  for  33.0  FTE 
appraiser  positions  in  fiscal  1999  because  Senate  Bill  195  revised  the  property  reappraisal  that  was  to  begin  in  1997. 

4)  Equipment  -  Computers  -  Replacement  -  The  legislature  provided  funding  for  replacement  of  personal  computers  every 
four  years.  (An  offsetting  reduction  removing  computer  equipment  from  the  base  is  explained  in  item  1 1  below.) 

5)  Leased  Vehicles  Replacement  -  The  legislature  provided  $26,625  in  fiscal  1998  and  $29,552  in  fiscal  1999  for  vehicles 
to  be  leased  from  the  State  Motor  Pool.  These  amounts  result  in  present  law  increases  over  the  base  year  of  $21,025  in  fiscal 
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1998  and  $37,952  in  fiscal  1999. 

6)  BEVS/MODS  Mainframe  Processing  -  The 
legislature  provided  for  present  law  increases  of 
$132,415  in  fiscal  1998  and  $135,994  in  fiscal 

1999  to  pay  for  increased  use  of  the  mainframe 
for  the  Business  Equipment  Valuation  System 
(BEVS)  and  Montana  Ownership  Database 
System  (MODS). 

7)  Appraisal  and  System  Manuals  -  The 
legislature  approved  present  law  increases  of 
$10,815  in  fiscal  1998  to  provide  for  printing  of 
updates  to  the  developed  appraisal  manual  and 
to  make  50  copies  of  the  updated  manual 
available  for  taxpayers,  tax  representatives,  and 
attorneys.  The  legislature  approved  present  law 
increases  of  $55,960  in  fiscal  1999  to  provide 
for  521  total  updated  appraisal  manuals  and  190 
sets  of  system,  operations,  and  procedures 
manuals  for  staff,  county  commissioners,  tax 
appeal  boards,  taxpayers,  and  tax 
representatives. 

8)  Leased  Vehicles  1997  Biennium  -  The 
legislature  approved  present  law  increases  to 

continue  the  leased  vehicle  agreement  with  the  State  Motor  Pool  for  leases  entered  into  during  fiscal  1996  and  1997.  Ten 
vehicles  were  leased  beginning  in  the  fourth  quarter  of  fiscal  1996  and  another  ten  were  leased  during  July,  1996. 

9)  Retirement  Purchase  Payments  -  The  legislature  approved  present  law  decreases  of  $20,35 1  each  year  that  are  attributable 
to  interest  payments  in  the  base  year  on  the  installment  purchase  of  service  years  for  employees  who  opted  to  retire  in  fiscal 
1994  under  terms  of  the  early  retirement  bill  (provided  for  in  HB  5 1 7  passed  by  the  1 995  legislature). 

10)  CAMAS  Debt  Service  -  The  legislature  approved  present  law  decreases  of  $205,104  each  year  that  are  attributable  to 
debt  service  payments  in  the  base  year  relating  to  the  Computer  Assisted  Mass  Appraisal  System  (CAMAS)  that  will  not 
continue  into  the  1999  biennium. 

1 1)  Base  Computers  and  Software  -  The  legislature  approved  present  law  decreases  of  $3 1 1,401  each  year  to  remove  fiscal 
1996  expenditures  on  computers  and  software  from  the  base.  The  legislature  provided  for  replacement  of  computer 
equipment  as  explained  in  item  1  above. 
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Adjustments 

Adjustments 

Present  Law 

Description 

Fiscal  1998 

Fiscal  1999 

Statewide  Present  Law  Adjustments 

856,586 

878,261 

01 

Personal  Services 

02 

Inflation  /  Deflation 

(63,629) 

(88,818) 

03 

Fixed  Costs 

91,035 

116,877 

Totai  Statewide  Adjustments 

$883,992 

$906,320 

Significant  Present  Law  Adjustments 

97,364 

111,936 

04 

79199 

Equipment  -  Computers  -  Replac 

05 

91001 

Leased  Vehicles  Replacement 

21,025 

37,952 

06 

91002 

Bevs/Mods  Mainframe  Processing 

132,415 

135,994 

07 

91003 

Appraisal  &  System  Manuals 

10,815 

55.960 

08 

91004 

Leased  Vehicles  1997  Biennium 

57,000 

42,749 

09 

91005 

Retirement  Purchase  Payments 

(20,351) 

(20,351) 

10 

91006 

Camas  Debt  Service 

(205,104) 

(205,104) 

11 

91007 

Base  Computers  &  Software 

(311,401) 

(311,401) 

12 

91009 

Staff  Recruiting 

(8,952) 

(8,952) 

13 

91010 

Rent  Non-Government  BIdgs 

17,085 

22,492 

14 

91011 

Maintenance  Contracts 

17,138 

17,138 

15 

91666 

Longevity  Correction 

26,220 

26,220 

16 

91900 

Assessor  Reduction 

(309,000) 

(1,041,000) 

Total  Significant  PL  Adjustments 

($475,746) 

($1,136,367) 

Other  Base 

Adjustments 

$9,836 

$418,082 

$34,023 
($196,024) 

Grand  Total  Present  Law  Adjustments 

12)  Staff  Recruiting  -  The  legislature  approved  present  law  decreases  of  $8,952  each  year  to  remove  one-time  fiscal  year 
1996  expenses  for  staff  recruiting  from  the  base. 

13)  Rent  of  Non-Governmental  Buildings  -  The  legislature  approved  present  law  increases  of  $17,085  in  fiscal  1998  and 
$22,492  in  fiscal  1999  to  pay  for  anticipated  lease  cost  increases  for  office  space  in  counties  that  have  no  space  available  in 
the  courthouse  or  other  county  buildings. 
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14)  Maintenance  Contracts  -  The  legislature  accepted  present  law  increases  of  $17,138  each  year  to  maintain  office  and 
computer  equipment  in  the  appraisal  and  assessment  offices  located  in  the  56  Montana  counties. 

15)  Longevity  Correction  -  This  addition  corrects  a  miscalculation  of  longevity  payments  in  the  initial  determination  of 
present  law  personal  services.  If  longevity  had  been  correctly  calculated,  these  funds  would  have  been  included  in  the 
"statewide  adjustments"  above. 
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legislative  Budget  New  Proposals 

Fiscal  1998 

Fiscal 

1999 

C3eneral 

Other 

Total 

Cieneral 

Other 

lotal 

New  Proposal  Description 

FTE 

Fund 

Funds 

Funds 

FTE 

Fund 

Funds 

l-und'- 

01       Leased  Vehicles  New 

12,000 

12.000 

9,750 

9,750 

Safety  Communication  - 
32       Appraisers 

10.980 

10.980 

10.980 

10.980 

03       Geographic  Information  System 

16.560 

16.560 

Total  For  New  Proposals 

$39,540 

$39,540 

$20,730 

$20,730 

New  Proposals 

1)  Leased  New  Vehicles  -  The  legislature  accepted  the  executive  new  proposal  recommending  that  three  pickups  be  obtained 
for  the  Property  Valuation  Program  through  a  State  Motor  Pool  lease  at  a  budgeted  cost  of  $12,000  in  fiscal  1998  and  $9,750 
in  fiscal  1999,  The  vehicles  will  be  based  in  Bozeman,  Kalispell,  and  Billings. 

2)  Safety  Communications- Appraisers  -  The  legislature  provided  $10,980  each  year  of  the  biennium  in  an  appropriation 
restricted  to  purchase  of  cellular  phones  and  payment  of  costs  associated  with  cellular  phones  for  employees  performing  field 
work  in  the  Property  Assessment  Division. 

3)  Geographic  Information  System  -  The  legislature  accepted,  on  a  one-time-only  basis,  the  new  proposal  to  add  $16,560 
in  fiscal  1998  to  purchase  computers,  software,  tablets,  and  a  plotter  to  maintain  the  cadastral  database. 

Language 

"The  appropriation  of  $10,980  in  fiscal  year  1998  and  $10,980  in  fiscal  year  1999  for  purchase  of  safet>'  equipment  for 
appraisers  is  restricted  to  the  purchase  of  cellular  phones  and  to  other  costs  associated  with  use  of  cellular  phones." 
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Agency  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget 

Adjustment 

Proposals 

Leg.  Budget 

Adjustment 

Proposals 

Leg.  Budget 

Leg.  Budget 

Budget  Item 

Fiscal  1996 

Fiscal  1998 

Fiscal  1998 

Fiscal  1998 

Fiscal  1999 

Fiscal  1999 

Fiscal  1999 

Fiscal  98-99 

FTE 

93.46 

(9.00) 

84.46 

(9.00) 

84.46 

84.46 

Personal  Services 

2,913,945 

415,799 

(256,320) 

3,073,424 

425,753 

(256,686) 

3,083,012 

6,156.436 

Operating  Expenses 

1,667,722 

372.293 

(372,554) 

1,667,461 

277,305 

(357,489) 

1,587,538 

3.254.999 

Equipment 

104.788 

(61,568) 

43,220 

(70,108) 

34,680 

77.900 

Local  Assistance 

1,885 

48,000 

49,885 

48,000 

49,885 

99.770 

Transfers 

58,800 

1 

4,548,357 

4,607,158 

1 

6.500,000 

6,558,801 

11,165,959 

Total  Costs 

$4,747,140 

$774,525 

$3,919,483 

$9,441,148 

$680,951 

$5,885,825 

$11,313,916 

$20,755,064 

General  Fund 

3,108,874 

253,227 

497,660 

3,859,761 

190,278 

2.181.106 

5,480,258 

9,340.019 

State/Other  Special 

760,895 

162.919 

923,814 

159,422 

12.059 

932,376 

1.856.190 

Federal  Special 

10,483 

10,483 

10,615 

6 

10,621 

21,104 

Capital  Projects 

58,800 

250.001 

308.801 

250,001 

308,801 

617,602 

Proprietary 

818,571 

97,895 

(879,980) 

36.486 

70.635 

(807.346) 

81,860 

118,346 

Expendable  Trust 

4.301.803 

4,301,803 

4,500.000 

4,500.000 

8.801.803 

Total  Funds 

$4,747,140 

$774,525 

$3,919,483 

$9,441,148 

$680,951 

$5,885,825 

$11,313,916 

$20,755,064 

Agency  Description 

The  Department  of  Administration  (DofA)  provides  centralized  services  for  state  agencies  in  the  following  areas:  1) 
accounting  and  financial  reporting;  2)  capitol  complex  building  maintenance  and  security;  3)  state  bonded  indebtedness 
administration;  4)  state  treasury  services;  5)  insurance  coverage  and  Tort  Claims  Act  administration;  6)  systems  development, 
telecommunications,  and  data  processing;  7)  personnel  management  and  labor  relations;  8)  purchasing  and  surplus  property 
administration;  and  9)  duplicating,  mail,  and  messenger  services.  The  department  also  administers  the  state  Long-Range 
Building  program,  the  state  employee  group  benefits  program,  and  the  various  state  retirement  systems.  In  addition,  the 
Board  of  Examiners,  State  Tax  Appeal  Board,  Appellate  Defender,  Public  Employees'  Retirement  Board,  and  the  Teachers' 
Retirement  Board  are  attached  to  the  department  for  administrative  purposes  only.  In  the  1997  biennium,  the  state  warrant 
writing  and  bad  debt  management  functions  were  transferred  to  the  department  from  the  State  Auditor's  Office. 

Summary  of  Legislative  Action 

The  programs  of  the  Department  of  Administration  are  fiinded  with  monies  appropriated  in  HB  2  and  with  non-appropriated 
proprietary  funds.  For  those  programs  funded  with  non-appropriated  proprietary  funds,  the  legislature  approved  the  rates 
and  charges  recommended  by  the  department.  The  rates  and  fees  the  legislature  approved  are  designed  to  bring  in  sufficient 
funding  to  allow  programs  to  meet  their  operating  goals  and  maintain  adequate  reserve  balances.  The  legislature  also 
approved  new  proposals  to  take  an  additional  $1.7  million  in  proprietary  funds  off  budget,  which  means  those  fijnds  will  not 
be  appropriated  by  future  legislatures. 

For  programs  funded  through  appropriations  in  HB  2,  the  legislature  approved  present  law  adjustments  of  $1.5  million, 
including  an  increase  of  $500,000  in  capitol  land  grant  funds  to  pay  for  major  maintenance  on  Capitol  complex  buildings. 
The  legislature  also  appropriated  a  total  of  $11.0  million  ($2.2  million  general  fund  and  $8.8  million  other  funds)  for  the 
personal  services  contingency  fund.  The  fund,  which  is  part  of  the  State  Personnel  Division  budget,  is  actually  administered 
by  the  Office  of  Budget  and  Program  Planning.  In  the  past,  the  fund  has  been  used  to  pay  a  portion  of  the  personal  services 
costs  of  agencies  that  were  unable,  for  statutory  or  other  reasons,  to  meet  vacancy  savings  targets.  The  legislature  provided 
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sufficient  funding  to  allow  agencies  to  pay  the  full  personal  services  costs  for  positions  that  are  statutorily  required  to  be  filled 
(elected  officials,  judges,  prison  guards,  etc.),  plus  some  funds  OBPP  will  allocate  to  agencies  based  upon  perceived  need. 

Other  Legislation 

House  Bill  188  -  HE  188  gave  authority  to  five  executive  branch  agencies  and  the  university  system  to  pursue  major 
information  technology  initiatives  that  will  cost  nearly  $43.0  million,  all  of  which  will  be  funded  by  general  obligation  bonds. 
(See  the  Long  Range  Planning  section  for  a  discussion  of  the  funding  associated  with  HB  1 88.)  In  addition  to  addressing  the 
"Year  2000  problem"  (in  which  some  computer  systems  will  need  major  adjustments  due  to  inherent  inability  to  recognize 
"2000"  in  their  operating  systems),  the  state  will  use  the  funding  to  replace  many  primary  legacy  systems,  which  are  currently 
used  to  manage  information  about  state  personnel,  accounting,  budgeting,  revenue  collection,  and  tax  administration.  The 
Department  of  Administration  is  responsible  for  the  "Montana  Project  to  Re-engineer  the  Revenue  and  Information 
Management  Environment"  (MT  PRRIME),  one  of  the  programs  authorized  in  HB  188. 

There  are  two  main  components  to  MT  PRRIME.  The  first  component  of  the  project  involves  replacing  the  state's  core 
budget,  financial  and  human  resource  systems,  some  of  which  were  designed  in  the  1970s.  A  key  objective  of  the  project 
is  to  reduce  duplication  of  data  entry  and  to  eliminate  conflicting  information.  Replacement  of  the  legacy  systems  should 
also  allow  state  agencies  (including  the  university  system)  to  share  and  manage  information  better.  Once  MT  PRRIME  is 
completely  functional,  many  of  the  separate  subsystems  developed  by  state  agencies  are  expected  to  be  eliminated.  The 
department  expects  MT  PRRIME  to  solve  the  majority  of  the  state's  "Year  2000  problem."  The  cost  of  this  component  of 
MT  PRRIME  will  be  $16.0  million,  of  which  $7.5  million  will  be  paid  by  the  general  fund.  Since  all  state  agencies  will 
benefit  from  this  component  of  MT  PRIME,  project  costs  will  be  allocated  across  state  agencies. 

The  second  part  of  MT  PRRIME  will  involve  centralization  of  the  state's  revenue  collection  and  information  processing 
functions.  This  project  will  be  administered  co-operatively  with  the  Department  of  Revenue.  (See  the  "Other  Legislation" 
section  in  the  Department  of  Revenue  portion  of  the  Fiscal  Report  (Volume  1)  for  a  fuller  explanation  of  this  portion  of  the 
MT  PRRIME  project.) 
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Agency  Biennium  Budget  Comparison 

Executive 

Legislative 

Leg.  -  Exec. 

Executive 

Legislative 

Leg.  -  Exec. 

Biennium 

Base 

Budget 

Budget 

Budget 

Difference 

Budget 

Budget 

Difference 

Difference 

Budget  Item 

Fiscal  1996 

Fiscal  1998 

Fiscal  1998 

Fiscal  1998 

Fiscal  1999 

Fiscal  1999 

Fiscal  1999 

Fiscal  98-99 

FTE 

93.46 

84.46 

84.46 

84.46 

84.46 

Personal  Services 

2,913,945 

3,067,913 

3,073,424 

5,511 

3,077,389 

3,083,012 

5,623 

11,134 

Operating  Expenses 

1,667,722 

1,234,825 

1,667,461 

432,636 

1.167,500 

1,587,538 

420,038 

852,674 

Equipment 

104,788 

48,020 

43,220 

(4,800) 

38,480 

34,680 

(3,800) 

(8,600 

Local  Assistance 

1,885 

49,885 

49,885 

49,885 

49,885 

Transfers 

58.800 

6,558,801 

4,607,158 

(1,951,643) 

6,558,801 

6,558,801 

(1,951.643 

Total  Costs 

$4,747,140 

$10,959,444 

$9,441,148 

($1,518,296) 

$10,892,055 

$11,313,916 

$421,861 

($1,096,435 

General  Fund 

3,108,874 

5,429,121 

3,859,761 

(1,569,360) 

5,365,257 

5,480,258 

115,001 

(1,454,359 

State/Other  Special 

760,895 

924,553 

923,814 

(739) 

920,859 

932,376 

11,517 

10,778 

Federal  Special 

10,483 

10,483 

10,615 

10.621 

6 

6 

Capital  Projects 

58.800 

58,801 

308,801 

250,000 

58,801 

308,801 

250,000 

500,000 

Proprietary 

818,571 

36,486 

36,486 

36,523 

81,860 

45,337 

45,337 

Expendable  Trust 

4,500,000 

4,301,803 

(198.197) 

4,500,000 

4,500,000 

(198,197 

Total  Funds 

$4,747,140 

$10,959,444 

$9,441,148 

($1,518,296) 

$10,892,055 

$11,313,916 

$421,861 

($1,096,435 

Executive  Budget  Comparison 

The  legislature  accepted  the  executive  budget  with  changes  that  resulted  in  $1 .1  million  less  than  requested  for  the  biennium. 
When  a  reduction  of  nearly  $4.0  million  from  the  executive  request  for  a  personal  services  contingency  fund  is  excluded,  the 
department's  operating  budget  received  an  increase  over  the  executive  recommendation.  Changes  to  the  executive  budget 
are  as  follows: 

1)  correction  of  a  miscalculation  of  longevity  payments  that  had  been  made  in  the  initial  determination  of  present  law 
personal  services.  The  correction  added  $10,590  general  fund  and  $544  state  special  revenue  for  the  biennium; 

2)  a  reduction  in  program  equipment  budgets  of  $8,600  over  the  biennium; 

3)  an  mcrease  of  $57,402  in  fiscal  1999  to  pay  allocated  costs  associated  with  HB  188,  the  information  technology  bonding 
bill; 

4)  an  increase  of  $40,000  general  fund  in  fiscal  1998  in  the  Information  Services  Division  budget  to  fund  a  portion  of  the 
public  safety  radio  project; 

5)  an  increase  $150,000  general  fund  to  pay  for  part  of  the  costs  of  a  statewide  GIS  cadastral  database; 

6)  an  increase  of  $225,272  general  fund  for  emergency  telecommunications  administration  in  the  Information  Services 
Division  budget  to  replace  funds  from  a  statutory  appropriation  that  had  been  de-earmarked  to  the  general  fund.  (Because 
of  the  de-earmarking,  general  fund  receipts  will  increase  by  the  same  amount.); 

7)  a  reduction  of  $120,000  general  fund  from  the  General  Services  Program  common  areas  maintenance  budget; 

8)  a  reduction  of  $1,753,446  general  fund  and  $198,197  in  other  funds  in  fiscal  1998  from  the  State  Personnel  Division 
personal  services  contingency  fund;  and 

9)  an  addition  of  capital  projects  funds  of  $500,000  in  the  General  Services  Program  for  maintenance  costs  on  buildings  in 
the  capitol  complex  that  the  executive  had  mistakenly  included  in  the  non-appropriated  proprietary  funded  portion  of  the 
program's  budget. 


Department  of  Administration 


A- 1 28 


Summary 


501  OJ 

Department  of  Administration 

Accounting  &  Management  Support  Program 

Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget 

Adjustment 

Proposals 

Leg.  Budget 

Adjustment 

Proposals 

Leg.  Budget 

Leg   Budget 

Budget  Item 

Fiscal  1996 

Fiscal  1998 

Fiscal  1998 

Fiscal  1998 

Fiscal  1999 

Fiscal  1999 

Fiscal  1999 

Fiscal  98-99 

FTE 

31.92 

(9.00) 

22.92 

(9.00) 

22.92 

22.92 

Personal  Services 

1.107.864 

66.111 

(256,320) 

917.655 

70.968 

(256.686) 

922.146 

1,839.801 

Operating  Expenses 

939.954 

58.924 

(623,660) 

375.218 

(14,224) 

(538,595) 

387,135 

762.353 

Equipment 

14.449 

(7.609) 

6.840 

(14,449) 

6.840 

Local  Assistance 

48,000 

48.000 

48.000 

48,000 

96.000 

Total  Costs 

$2,062,267 

$165,426 

($879,980) 

$1,347,713 

$90,295 

($795,281) 

$1,357,281 

$2,704,994 

General  Fund 

1.236,594 

58,118 

1,294.712 

9,045 

1,245,639 

2.540.351 

State/Other  Special 

7.102 

(1,070) 

6,032 

12,059 

19,161 

25.193 

Federal  Special 

10,483 

10.483 

10,615 

6 

10,621 

21.104 

Proprietary 

818.571 

97,895 

(879,980) 

36,486 

70,635 

(807,346) 

81.860 

118,346 

Total  Funds 

$2,062,267 

$165,426 

($879,980) 

$1,347,713 

$90,295 

($795,281) 

$1,357,281 

$2,704,994 

Program  Description 

The  Accounting  and  Management  Support  Program  consists  of  the  following:  1)  the  Director's  Office,  which  is  responsible 
for  overall  supervision  and  coordination  of  agency  programs  and  administratively-attached  boards  and  agencies;  2)  the  Legal 
Unit,  which  is  budgeted  but  not  appropriated  in  the  general  appropriations  act  due  to  passage  of  HB  576  by  the  1995 
legislature,  and  which  provides  legal  services  to  agency  and  administratively-attached  programs;  3)  the  Accounting  Bureau, 
which  maintains  the  Statewide  Budgeting  and  Accounting  System  (SBAS),  establishes  state  accounting  policies  and 
procedures,  administers  the  federal  Cash  Management  Improvement  Act.  and  prepares  the  state  Comprehensive  Annual 
Financial  Report;  and  4)  the  Management  Support  Bureau  and  Personnel  function,  which  provides  financial,  budgeting, 
accounting,  personnel,  payroll,  and  data  processing  functions  for  the  department. 

Funding 

This  program  is  funded  with  general  fund,  state  special  revenue,  federal  special  revenue,  and  proprietary  funds.  General  fund 
supports  the  functions  of  the  Director's  Office  and  a  portion  of  the  functions  of  the  Accounting  Bureau  and  the  Management 
Support  Bureau.  State  special  revenue  derived  from  fees  charged  for  department-administered  bond  issues  supports  the 
general  services  of  the  state  financial  advisor,  who  is  administratively  attached  to  the  program.  The  Accounting  Bureau's 
costs  of  administering  the  federal  Cash  Management  Improvement  Act  are  reimbursed  with  federal  special  revenue  from  the 
U.S.  Treasury  Department. 

Several  program  functions  are  funded  with  proprietary  funds.  The  services  of  the  Legal  Unit  are  funded  with  non- 
appropriated proprietary  funds,  as  are  the  costs  the  Accounting  Bureau  incurs  in  administering  the  bad  debt  function.  The 
data  processing  function  of  the  Management  Support  Bureau  is  also  funded  with  non-appropriated  proprietar>  funds.  The 
proprietary  funds  that  support  the  network  support  unit  and  the  warrant  writer  function,  which  had  still  been  appropriated 
by  the  legislature,  were  removed  from  legislative  appropriation.  The  only  proprietar>'  funds  still  requiring  appropriation  are 
$36,  486  in  fiscal  1998  and  $36,523  in  fiscal  1999  from  a  State  Board  of  Investments  proprietary  fund  to  pay  the  personal 
services  costs  of  a  1 .0  FTE  position  in  the  Treasury  Unit  of  the  Management  Support  Bureau.  (There  is  an  additional  amount 
of  $45,337  in  proprietary  funds  that  were  appropriated  for  fiscal  1999  to  pay  allocated  indirect  debt  service  costs  of  HB  188. 
This  amount  will  come  from  non-appropriated  proprietary  funds  and  was  unnecessarily  included  in  HB  2.) 
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Present  Law 

4)  Computer  Replace/Accounting  Bureau  -  The 
legislature  provided  funding  resulting  in  present 
law  decreases  of  $7,609  in  fiscal  1998  and 
$14,449  in  fiscal  1999.  The  appropriation  will 
provide  $6,840  in  fiscal  1998  for  replacement  of 
three  personal  computers. 

5)  Systems  Development  -  The  legislature 
provided  for  an  increase  of  $17,629  each  year 
to  provide  support  services  for  the  State 
Budgeting  and  Accounting  System  (SBAS)  and 
the  state  Property  Accountability  Management 
System  (PAMS). 

6)  Indirect  Cost  Network  Support  -  The 
legislature  provided  present  law  increases  of 
$12,134  in  fiscal  1998  and  $12,143  in  fiscal 
1999  for  the  program  allocation  from  the 
Network  Support  Unit  proprietary  cost  pool. 
The  Network  Support  Unit  provides  local  area 

network  support  to  all  programs  in  the  department  except  for  the  Information  Services  Division. 

7)  Postage  -  Warrant  Writing  -  The  legislature  provided  present  law  increases  in  the  warrant  writing  proprietary  account  of 
$22,549  in  fiscal  1998  and  $25,285  in  fiscal  1999  to  pay  for  projected  volume  increases  in  state  mailer  warrants,  including 
the  3  percent  central  postage  processing  inflation  factor. 

8)  Bank  Charges  -  Warrant  Writing  -  The  legislature  provided  ftmding  for  present  law  increases  in  the  warrant  writing 
proprietary  account  of  $1 1,876  in  fiscal  1998  and  $12,023  in  fiscal  1999  to  pay  for  the  annual  costs  of  the  new  bank  charge 
for  direct  deposit. 

9)  Veteran's  Headstones  -  The  legislature  provided  funding  for  a  present  law  increase  of  $48,000  each  year  for  payments 
to  counties  for  the  costs  of  shipping  and  raising  headstones  for  veterans.  The  headstones  are  provided  by  the  federal 
government. 

10)  Longevity  Correction  -  This  addition  corrects  a  miscalculation  of  longevity  payments  in  the  initial  determination  of 
present  law  personal  services.  If  longevity  had  been  correctly  calculated,  these  funds  would  have  been  included  in  the 
"statewide  adjustments"  above. 
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Adjustments 

Adjustments 

ftesem  Law  Description 

Fiscal  1998 

Fiscal  1999 

Statewide  Present  Law  Adjustments 

62,768 

67,513 

01                  Personal  Services 

02                  Inflation  /  Deflation 

(44,688) 

(65,848) 

03                  Fixed  Costs 

36,690 

(15,809) 

Total  Statewide  Adjustments 

$54,770 

($14,144) 

Significant  Present  Law  Adjustments 

» 

(7.609) 

(14,449) 

04      79199    Computer  Replace/ Accounting  Bureau 

05      91001    Systems  Development 

17,629 

17.629 

06      91002    Indirect  Cost  Network  Support 

12,134 

12,143 

07      91003    Postage-Warrant  Writing 

22,549 

25,285 

08      91004    Bank  Charges-Warrant  Writing 

11,876 

12,023 

09      91020    Veteran's  Headstones 

48,000 

48,000 

10      91666    Longevity  Correction 

3,343 

3.455 

Total  Significant  PL  Adjustments 

$107,922 

$104,086 

Other  Base  Adjustments 

$2,734 
$165,426 

$353 
$90,295 

Grand  Total  Present  Law  Adjustments 
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Program 

legislative  Budget  New  Proposals 

Fiscal  1998 

Fiscal 

1999 

- 

General                Other 

Total 

General 

Other 

Total 

New  Proposal  Description 

FTE 

Fund                   Funds 

Funds 

FTE 

Fund 

Funds 

Funds 

01       Hb  188  Allocated  Costs 

57,402 

57.402 

Funding  Change  -  Network 
02       Support  Unit 

(3.00) 

(112.001) 

(112.001 

(3.00) 

(112,028) 

(112.028 

Funding  Change  -  Warrant 
03       Writer 

(6.00) 

(767.979) 

(767,979 

(6.00) 

(740,655) 

(740,655 

Total  For  New  Proposals 

(9.00) 

($879,980) 

($879,9801 

(9.00) 

($795,281) 

($795,281 

New  Proposals 

1)  House  Bill  188  Allocated  Costs  -  The  legislature  authorized  the  sale  of  $43.0  million  in  bonds  and  appropriated  the 
proceeds  to  six  agencies  for  various  information  technology  projects  (see  section  F  for  a  complete  analysis  of  this  legislation). 
All  agencies  were  provided  appropriations  in  fiscal  1999  to  pay  additional  debt  service  costs  through  the  statewide  and  state 
fund  cost  allocation  plans,  and  increased  warrant  writing  and  payroll  service  fees.  This  adjustment  adds  $12,059  state  special 
revenue,  $6  federal  special  revenue,  and  $45,337  proprietary  revenue  over  the  biennium  for  this  purpose. 

2)  Funding  Change-Network  Support  Unit  -  The  legislature  accepted  the  new  proposal  recommending  a  funding  switch  for 
3.00  FTE  and  $1 12,001  in  fiscal  1998  to  move  the  Network  Support  Unit  from  HB  2  appropriated  proprietary  funding  to  non- 
appropriated proprietary  funding  in  accordance  with  HB  576,  passed  by  the  1995  legislature.  The  funding  switch  is  for  3.00 
FTE  and  $1 12,028  in  fiscal  1999. 

3)  Funding  Change- Warrant  Writer  Unit  -  The  legislature  accepted  the  new  proposal  recommending  a  funding  switch  for 
6.00  FTE  and  $767,979  in  fiscal  1998  to  move  the  Warrant  Writer  Unit  from  HB  2  appropriated  proprietary  funding  to  non- 
appropriated proprietar>'  funding  in  accordance  with  HB  576,  passed  by  the  1995  legislature.  The  funding  switch  is  for  6.00 
FTE  and  $740,655  in  fiscal  1999. 


Proprietary  Rates  -  Accounting  and  Management  Support  Program 

Internal  Service  Funds  and  Rates 

The  program  administers  the  following  proprietary  funds: 

Legal  Services  Account  -  The  Legal  Unit  located  in  the  Director's  Office  advises  all  divisions  within  the  department  on  legal 
matters.  Funding  through  the  Legal  Services  internal  service  fund  is  derived  from  charging  the  department's  non-general 
fund  divisions  for  service  provided  by  the  Legal  Unit.  These  divisions  are  budgeted  for  their  appropriate  share  of  legal 
services  costs. 

The  funding  level  from  this  internal  service  fund  is  based  upon  the  assumption  (from  a  time  study)  that  the  legal  unit  will 
devote  1.83  FTE  of  their  2.0  FTE  on  legal  matters  of  the  non-general  fund  divisions.  The  fund  pays  for  personal  services 
costs  of  the  1 .83  FTE  and  associated  operating  costs.  The  remaining  0. 1 7  FTE  in  the  Legal  Unit  is  paid  by  the  general  fund. 
All  operating  costs  are  paid  through  the  proprietary  fund. 
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The  legislature  defined  the  rate  for  this  program  as  the  total  amount  allocated  to  the  programs  that  pay  for  this  service. 


Program 

Total  Amount  Allocated  in  Agency  Budgets 

Legal  Services  Unit 

Fiscal  Year  1998:  $106,601 
Fiscal  Year  1999:  $109,800 

Bad  Debt  Division  Proprietary  Account  -  The  bad  debts  program  assists  in  the  recovery  of  funds  owed  state  agencies. 
Recovered  funds,  less  the  fee  for  collection,  are  returned  to  the  agency  that  holds  the  debt.  If  the  debt  originally  was  to  a 
general  fund  program,  the  money  is  returned  to  the  general  fund.  Historically,  about  half  the  collections  made  are  returned 
to  the  general  fund. 

The  legislature  approved  the  following  rates  for  the  bad  debt  division  proprietary  account: 


Program 

Rate 

Bad  Debt  Collection 

Fiscal  Year  1998:   12%  of  Collections 
Fiscal  Year  1999:   12%  of  Collections 

In  developing  the  rate  for  fiscal  years  1998  and  1999,  the  program  estimated  revenue  based  on  collecting  $2  million  dollars 
in  fiscal  1998  and  $2.1  million  in  fiscal  1999.  This  is  the  amount  collected  annually  over  the  past  few  years.  Some  of  the 
old  debts  the  program  has  been  collecting  will  be  replaced  with  new  debts  received  from  the  counties  based  on  legislation 
that  passed  in  1995.  The  IRS  may  also  continue  to  assign  some  of  its  debts,  but  much  of  the  federal  assignment  depends  on 
proposed  legislation  that  would  allow  the  state  to  have  the  debtor  pay  the  debt  collection  fee. 

Data  Processing  Unit  Proprietary  Fund  Account  -  The  Network  Support  Unit  is  located  in  the  Management  Support  Bureau 
of  the  Accounting  and  Management  Support  Division.  Funding  for  the  Network  Support  Unit  internal  service  fund  is  from 
three  different  sources.  The  Network  Support  Unit  charges  per  computer  for  network  support  which  includes  software  and 
hardware  installation,  trouble  calls  and  software  questions.  Programming  is  also  offered  through  this  unit  on  a  per  hour  basis. 
Computer  self-maintenance  is  covered  through  a  pooled  fund.  The  programmer  has  been  funded  with  proprietary  carry- 
forward funds  in  the  1997  biennium. 

The  Network  Support  Unit  is  an  internal  cost  pool,  and  the  revenue  objective  is  to  operate  on  a  break-even  basis.  Since 
billing  is  done  in  July  of  each  fiscal  year,  a  small  working  capital  balance  is  maintained. 

The  legislature  approved  the  following  rates  for  this  proprietary  account: 


Function 

Rate 
Fiscal  Year  1 998                                       Fiscal  Year  1 999 

Network  Support  per  Computer 

$547 

$548 

Programming  per  Hour 

$  18 

$18 

Computer  Maintenance  per  Computer 

$128 

$128 
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Warrant  Writing  Proprietary  Account  -  The  Department  of  Administration  provides  the  Warrant  Writer  Program  to  most  state 
agencies  for  check  writing  and  auto-deposit  capabilities  for  financial  transactions.  The  service  is  provided  by  the  accounting 
program. 

The  legislature  approved  the  following  rates  for  this  proprietary  account: 


Function 

Rate 
Fiscal  Year  1998                                       Fiscal  Year  1999 

Mailer  Warrants-Postage  Paid 

$0.5431 

$0.5309 

Mailer  Warrants-No  Postage 

0.2271 

0.2149 

Nonmailers 

0.2050 

0.1928 

Extemal\SRS\Payroll 

0.1891 

0.1769 

Extemal\University 

0.1836 

0.1714 

Emergency  Warrants 

3.2047 

3.2829 

Duplicate  Warrants 

8.6931 

8.9169 

Direct  Deposits 

0.1388 

0.1251 

In  developing  the  rate  structure  for  each  type  of  warrant  or  payment,  the  program  determined  the  individual  transaction  cost 
by  conducting  time,  supply,  and  processing  analysis  to  determine  the  "estimated  actual  cost"  of  each  payment  option.  Where 
possible,  personal  service  costs  were  allocated  to  specific  types  of  transactions  before  allocating  the  remaining  costs  to  all 
other  transactions.  Fixed  expenditures  such  as  audit  fees,  miscellaneous  supplies,  rent  and  telephone  charges,  were  allocated 
to  all  transactions.  Variable  costs  such  as  postage,  maintenance,  computer  processing,  and  warrant  stock  were  allocated  at 
a  fixed  rate  against  those  items  that  utilized  them. 

Additional  expenditures  anticipated  in  the  next  biennium  include  replacement  of  computer  equipment  and  purchase  of  various 
software  and  database  tools. 
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Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget 

Adjustment 

Proposals 

Leg.  Budget 

Adjustment 

Proposals 

Leg.  Budget 

Leg.  Budget 

Budget  Item 

Fiscal  1996 

Fiscal  1998 

Fiscal  1998 

Fiscal  1998 

Fiscal  1999 

Fiscal  1999 

Fiscal  1999 

Fiscal  98-99 

FTE 

17.50 

17.50 

17.50 

17.50 

Personal  Services 

511,480 

158,204 

669,684 

159,427 

670,907 

1,340,591 

Operating  Expenses 

203,556 

23,333 

226,889 

19,046 

222,602 

449,491 

Equipment 

38,757 

(17,548) 

21,209 

(19,051) 

19.706 

40,915 

Total  Costs 

$753,793 

$163,989 

$917,782 

$159,422 

$913,215 

$1,830,997 

State/Other  Special 

753,793 

163,989 

917,782 

159,422 

913,215 

1,830.997 

Total  Funds 

$753,793 

$163,989 

$917,782 

$159,422 

$913,215 

$1,830,997 

Program  Description 

The  Architecture  and  Engineering  Division  (A&E)  manages  remodeling  and  construction  of  state  buildings.  Functions 
include  overseeing  the  architect/engineer  interview  and  selection  process;  planning  both  new  and  remodel  projects; 
administering  and  coordinating  plan  reviews;  administering  contracts  with  architects,  engineers,  and  contractors;  advertising, 
bidding,  and  awarding  construction  contracts;  disbursing  building  construction  payments;  and  providing  design  services  for 
small  projects.  The  A&E  also  formulates  the  state  Long-Range  Building  Program  plan  for  legislative  consideration  each 
session. 

Funding 

The  division  is  funded  from  the  long-range  building  cash  account.  The  account  receives  a  portion  of  the  cigarette  tax,  interest 
on  investments,  energy  savings  realized  through  state  building  retrofits,  and  supervisory  fees  that  the  program  collects  for 
assisting  with  projects  other  than  those  authorized  as  part  of  the  Long  Range  Building  Program.  Funds  are  transferred  from 
the  long-range  building  cash  account  to  the  state  special  revenue  account  that  supports  the  program. 


Present  Law 

4)  Computer  Replace/A&E  -  The  legislature 
provided  $19,509  in  fiscal  1998  and  $19,706  in 
fiscal  1999  for  personal  computers.  The 
amounts  represent  net  reductions  in  state  special 
revenue  of  $19,248  in  fiscal  1998  and  $19,051 
in  fiscal  1999.  These  amounts  include  the  state 
special  revenue  portion  of  a  ten  percent 
reduction  imposed  on  the  Department  of 
Administration  equipment  budget.  The 
reduction  amounts  are  $1,01 1  in  fiscal  1998  and 
$814  in  fiscal  1999.  Though  the  reduction  is 
recorded  in  the  Architecture  &  Engineering 
Program  budget,  the  department  is  authorized  to 
allocate  the  reduction  among  all  its  programs. 


6101  04 

Department  of  Administration 

Present  Law 

Adjustments 

Architecture  &  Engineering  Program 

Adjustments 

Adjustments 

Present  Law  Description 

Fiscal  1998 

Fiscal  1999 

Statewide  Present  Law  Adjustments 

160,953 

162,176 

01                  Personal  Services 

02                  Inflation  /  Deflation 

1,779 

423 

03                ■  Fixed  Costs 

15,706 

14,320 

Total  Statewide  Adjustments 

$178,438 

$176,919 

Significant  Present  Law  Adjustments 

(19,248) 

(19,051) 

04      79199    Computer  Replace/A  &  E 

05      91401    Equipment  Purchases 

1,700 

0 

06      91402    Operating   Adjustments 

2,827 

1,282 

07      91666    Longevity  Correction 

272 

272 

Total  Significant  PL  Adjustments 

($14,449) 

($17,497) 

Other  Base  Adjustments 

$0 
$163,989 

$0 
$159,422 

Gmnd  Total  Present  Law  Adjustments 
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5)  Equipment  Purchases  -  The  legislature  provided  an  increase  of  $1,700  in  fiscal  1998  for  replacement  of  a  reader  printer 
used  to  produce  copies  of  documents  for  state  agencies  and  the  public  sector,  and  for  various  report  preparation  and  project 
research. 

6)  Operating  Adjustments  -  The  legislature  provided  state  special  revenue  spending  authority  of  $5,848  in  fiscal  1998  and 
$4,303  in  fiscal  1999  to  pay  for  legal  fees  of  printing  of  the  Capital  Construction  Program  book  in  fiscal  1999,  software,  and 
indirect  costs  of  the  data  processing  unit  provided  by  the  Management  Support  Bureau,  Department  of  Administration.  The 
amounts,  combined  with  a  decrease  in  overtime  of  $3,021  each  year  based  on  a  three  year  average,  result  in  present  law 
increases  of  $2,827  in  fiscal  1998  and  $1,282  in  fiscal  1999. 

7)  Longevity  Correction  -  This  addition  corrects  a  miscalculation  of  longevity  payments  in  the  initial  determination  of 
present  law  personal  services.  If  longevity  had  been  correctly  calculated,  these  funds  would  have  been  included  in  the 
"statewide  adjustments"  above. 
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tration 

Base 

PL  Base 

New 

Procurement  &  Printing  Division 

Total                PL  Base                New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  1996 

Adjustment 
Fiscal  1998 

Proposals 
Fiscal  1998 

Leg.  Budget 
Fiscal  1998 

Adjustment 
Fiscal  1999 

Proposals 
Fiscal  1999 

Leg.  Budget 
Fiscal  1999 

Leg.  Budget 
Fiscal  98-99 

HIE 

10.29 

10.29 

10.29 

10.29 

Personal  Services 

317.091 

27,282 

344,373 

29,910 

347,001 

691,374 

Operating  Expenses 

80,598 

13,116 

93,714 

11,831 

92,429 

186,143 

Equipment 

7,869 

(309) 

7,560 

(1.309) 

6,560 

14,120 

Total  Costs 

$405,558 

$40,089 

$445,647 

$40,432 

$445,990 

$891,637 

General  Fund 

405,558 

40,089 

445,647 

40,432 

445,990 

891,637 

Total  Funds 

$405,558 

$40,089 

$445,647 

$40,432 

$445,990 

$891,637 

Program  Description 

The  following  four  bureaus  of  the  Procurement  and  Printing  Division  manage  specific  division  activities: 

1)  the  Publications  and  Graphics  Bureau  (P&G),  which  provides  printing,  duplicating,  computerized  typography,  layout  and 
design,  graphic  and  illustrative  art,  forms  design,  photo-reprographics,  binding  and  quick  copy,  and  photocopier  pool 
services  for  state  agencies; 

2)  the  Property  and  Supply  Bureau  (P&S),  which  purchases,  stocks,  and  sells  office  supplies,  paper,  janitorial  supplies,  and 
packaged  computer  software  to  state  agencies  and  administers  the  sale  of  state  and  federal  surplus  property  no  longer 
needed  by  state  agencies; 

3)  the  Purchasing  Bureau,  which  manages  centralized  purchasing  for  state  agencies  by  investigating  possible  sources  for 
products,  determining  alternate  product  possibilities,  preparing  specifications,  enforcing  the  terms  and  conditions  outlined 
in  purchase  orders,  and  providing  technical  assistance  to  state  agencies  regarding  purchasing  laws;  and 

4)  the  Natural  Gas  and  Fueling  function,  which  administers  the  statewide  fueling  network  for  state  agencies  and  participating 
local  governments  and  purchases  natural  gas  for  state  agencies  and  the  university  system. 

Funding 

The  division  is  funded  with  general  fund  and  proprietary  fiinds.  The  Publications  and  Graphics  Bureau  is  funded  through 
payments  for  services  provided  to  other  state  agencies.  The  Property  and  Supply  Bureau  is  ftinded  from  payments  for  goods 
and  services  provided  to  local  governments  and  other  state  agencies.  The  Purchasing  Program  is  funded  from  the  general 
fund.  The  Natural  Gas  and  Fueling  Program  is  funded  through  markups  on  the  cost  of  fuel  and  natural  gas  purchased  for 
resale  to  state  institutions  and  university  system  units. 

Only  the  Purchasing  Program  is  funded  by  an  appropriation  in  HB  2  and  the  tables  include  only  the  Purchasing  Program 
budget.  Other  programs  in  the  division  are  fiinded  by  non-appropriated  proprietary  funds  and  are  discussed  in  the  proprietary 
rates  section  below. 
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4)    Computer  Replacement  -  Purchasing  -  The     Procurement  *  Printing  Division 

legislature  provided  funding  for  replacement  of 
personal  computers  and  a  fax  machine.    The 


Present  Law  Description 


amounts    represent    present    law    decreases    of   SUtewide  Present  Law  Adjustments 

$309  in  fiscal  1998  and  $1,309  in  fiscal  1999. 


01 
02 


5)    Indirect  Costs  -  Network  Support  -  The  P 
legislature  provided  present  law  increases  of 
$6,020  in  fiscal  1998  and  $6,025  in  fiscal  1999 
to  pay  the  Procurement  and  Printing  Division 
allocation  of  the  network  support  costs. 


6)  Longevity  Correction  -  This  addition 
corrects  a  miscalculation  of  longevity  payments 
in  the  initial  determination  of  present  law 
personal  services.  If  longevity  had  been 
correctly  calculated,  these  funds  would  have 
been  included  in  the  "statewide  adjustments"  above. 


Personal  Services 
Inflation  /  Deflation 
Fixed  Costs 


Total  StaUwidt  Adjustments 
Significant  Present  Law  Adjustments 


04 
05 
06 


79199    Computer  Replace/Purchasing 
91001    Indirect  Costs-Network  Support 
91556    Longevity  Correction 


Total  SignificaiU  PL  Adjustments 
Other  Base  Adjustments 


Grand  Total  Prtsent  Law  Adjustments 


Present  Law  Adjustments 


Adjustments 
Fiscal  1998 


Adjustments 
Fiscal  1999 


26,727 
(564) 

7.027 

$33,190 


29.355 
(601) 
8.074 

$36,828 


(309) 

(1.309) 

6,020 

6.025 

555 

555 

$6,266 

$5,271 

$633 

($1,667) 

$40,089 

$40,432 

Proprietary  Rates  -  Procurement  and  Printing  Division 

Internal  Service  Funds  and  Rates 

The  Procurement  and  Printing  Division  administers  the  several  programs  supported  by  proprietary  funds.  Because  the 
programs  must  maintain  a  business-type  approach  in  their  operations,  and  have  large  numbers  of  individual  rates  for  the 
various  products  sold  or  services  provided,  the  legislature  defined  "rates  and  fees"  for  the  programs  to  mean  a  specific 
working  capital  reserve  balance. 

The  programs  and  the  rates  approved  by  the  legislature  are  as  follows: 

Publication  and  Graphics  -  The  Publication  and  Graphics  Bureau  provides  services  in  internal  printing;  claims  auditing  for 
contracted  printing;  and  administration  of  the  photocopy  pool. 

Amoimi  of  Working  Capital  Reserve:  The  legislature  approved  a  60-day  working  capital  reserve  for  the  Publications  and 
Graphics  Bureau. 

Central  Stores  Account  -  Central  Stores  purchases,  warehouses,  sells,  and  delivers  commonly  used  items  to  all  state  agencies 
in  the  following  categories:  office  supplies,  coarse  paper,  fine  paper,  computer  paper,  janitorial  supplies,  printed  forms,  and 
software. 

Amount  of  Working  Capital  Resen-e:  The  legislature  approved  a  60-day  working  capital  reserve  for  the  Central  Stores 
Account. 
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Natural  Gas  Procurement  Account  -  The  Natural  Gas  Transportation  Program  purchases  natural  gas  competitively  from 
outside  suppliers  for  qualifying  state  agencies.  The  six  state  agencies  that  currently  qualify  are  the  University  of  Montana, 
the  Montana  Developmental  Center,  the  Montana  State  Hospital,  Northern  Montana  College,  the  Montana  State  Prison,  and 
Montana  State  University. 

Amount  of  Working  Capital  Reserve:  The  legislature  approved  a  break-even  rate  (no  capital  reserve)  for  the  Natural  Gas 
Procurement  Account. 

Most  of  the  Natural  Gas  Transportation  Program  budget  is  for  purchasing  of  storage  gas  for  user  agencies.  Storage  gas  costs 
are  billed  to  the  user  agencies  with  no  markup.  Yearly,  agencies  are  billed  for  the  administrative  costs  associated  with 
running  the  program.  These  costs  are  divided  equally  among  all  the  user  agencies.  Expenses  likely  to  increase  include  rent, 
mail  and  messenger,  postage,  communications,  insurance,  and  computer  services.  Any  inflation  in  these  or  other  expenses 
will  be  passed  on  to  the  user  agencies  in  the  form  of  higher  storage  gas  and/or  administrative  costs. 

Statewide  Fueling  Network  Account  -  The  Purchasing  Bureau  Vehicle  Fueling  Program  provides  for  fueling  of  public 
vehicles  through  an  integrated  commercial/public  fueling  network.  The  program,  which  is  available  to  all  public  agencies, 
offers  an  alternative  to  state  ownership  and  operation  of  fuel  storage  tanks.  The  program  automates  the  accounting  and 
transaction  processing  functions  associated  with  vehicle  fueling,  offers  a  system  of  security,  maintains  agency  tax-exempt 
status  for  transactions  anywhere  on  the  network  and  provides  monthly  comprehensive  fuel  management  reports  that  fleet 
managers  can  use  to  track  and  control  fuel  costs. 

Amount  of  Working  Capital  Reserve:  The  legislature  approved  a  60-day  working  capital  reserve  for  the  Statewide  Fueling 
Network  Account. 
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Program  Proposed  Budget 

tration 

Base 

Budget 
Fiscal  1996 

PL  Base 

Adjustment 
Fiscal  1998 

New 

Proposals 

Fiscal  1998 

Total 
Leg.  Budget 
Fiscal  1998 

InTormatioii  Services  Division 

PL  Base                 New 
Adjustment          Proposals 
Fiscal  1999        Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  98-99 

Budget  Item 

FTE 

Operating  Expenses 

242.636 

242,636 

172.636 

172.636 

415,272 

Total  Costs 

$242,636 

$242,636 

$172,636 

$172,636 

$415,272 

General  Fund 

242,636 

242,636 

172.636 

172.636 

415.272 

Total  Funds 

$242,636 

$242,636 

$172,636 

$172,636 

$415,272 

Program  Description 

The  Information  Services  Division  manages  central  computer  services  and  telecommunications  services  for  state  government. 

Central  computing  services  include  the  following:  1)  central  mainframe  computer  processing;  2)  shared  statewide  data 
communications  network  services  accessing  the  central  mainframe;  3)  data  processing  planning,  coordination,  and  review 
and  approval  of  equipment  and  software  acquisitions;  4)  design,  development,  and  continuous  maintenance  support  of  data 
processing  applications;  5)  data  processing  training;  6)  microcomputer  and  office  automation  support  and  consultation;  and 
7)  disaster  recovery  facilities  for  critical  data  processing  applications. 

Telecommunications  services  include  the  following:  1)  local  and  long  distance  telephone  networking;  2)  design  and 
development  of  telephone  equipment,  networking  applications,  and  other  telecommunications  needs;  3)  management  of  the 
statewide  91 1  emergency  telephone  number  program;  and  4)  radio  frequency  coordinating  with  local  government. 

Funding 

The  Information  Services  Division  is  funded  almost  entirely  by  non-appropriated  proprietary  funds.  However,  the  division 
was  appropriated  a  total  of  $415,272  general  fijnd  in  the  1999  biennium.  Of  this  amount.  $150,000  will  be  used  to  pay  a  share 
of  the  cost  of  developing  a  Statewide  GIS  Cadastral  Database.  $40,000  will  be  used  to  pay  a  share  of  the  Public  Safetv'  Radio 
System  development  costs,  and  $225,272  will  be  used  to  pay  emergency  telecommunications  administrative  costs.  The 
emergency  telecommunications  administrative  costs  had  been  paid  through  a  statutor>'  appropriation  in  prior  biennia.  HB 
166  elimmated  the  statutory  appropriation  and  de-earmarked  the  money  to  the  general  fund. 
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^gislative  Budget  New  Proposals 

Fiscal  1998 

Inl 

'ormation 

Services  Division 

Fiscal 

1999 

New  Proposal  Description                  FTE 

General 
Fund 

Other 
Funds 

lotal 
Funds 

FTE 

General 
Fund 

Other 
Funds 

lotal 
Funds 

Statewide  Gis  Cadastral 

01  Database 

02  Public  Safety  Radio 

03  Hb  166  Funding  Switch 

Total  For  New  Proposals 

90,000 

40,000 
112,636 

$242,636 

90,000 

40,000 
112,636 

$242,636 

60,000 

112,636 
$172,636 

60,000 

112,636 
$172,636 

New  Proposals  (Funded  in  HB  2) 

The  legislature  accepted  the  following  new  proposals  that  had  not  been  originally  included  in  the  HB  2  portion  of  the 
Information  Services  Division  budget. 

1)  Statewide  GIS  Cadastral  Database  -  The  executive  had  recommended  issuing  bonds  to  fiind  development  of  the  statewide 
GIS  cadastral  database.  Instead,  the  legislature  decided  to  fund  the  project  in  agency  budgets  over  a  four-year  period.  The 
legislature  approved  a  general  ftind  appropriation  of  $90,000  in  fiscal  1998  and  $60,000  in  fiscal  1999  to  fund  the  ISD  share 
of  GIS  cadastral  database  development  costs. 

2)  Public  Safety  Radio  Phase  1  -  The  legislature  provided  $40,000  general  fund  each  fiscal  year  in  the  HB  2  portion  of  the 
ISD  budget  for  consulting  services  for  the  physical  design  and  phase  1  implementation  of  a  statewide  public  safety  radio 
infrastructure.  The  scope  of  the  design  work  will  be  determined  based  on  the  consultant  effort  currently  underway  to  address 
the  public  safety  radio  needs  in  Montana.  The  division  anticipates  that  funding  for  the  remainder  of  the  estimated  $325,000 
per  year  cost  will  be  state  special  revenue  (15  percent  of  the  total  amount),  private  sector  funding  (50  percent  of  the  total 
amount),  and  local  government  funding  (20  percent  of  the  total  amount). 

3)  House  Bill  166  Funding  Switch  -  HB  166  de-earmarked  certain  funds  from  state  special  revenue  to  the  general  fund,  and 
eliminated  certain  other  statutory  appropriations.  This  adjustment  adds  general  fund  of  $225,272  over  the  biennium  to  make 
up  state  special  revenue  used  to  pay  emergency  telecommunications  administrative  costs  that  the  division  used  to  receive 
through  a  statutory  appropriation.  Because  the  state  special  revenue  is  now  deposited  to  the  general  fund,  there  is  no  net  fiscal 
impact. 

Proprietary  Rates  -  Information  Services  Division 

Internal  Service  Funds  and  Rates 

The  Information  Services  Division  (ISD)  manages  central  computer  services  and  telecommunications  services  for  state 
government.  The  program  receives  its  funding  through  a  proprietary  account,  as  described  below. 
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Central  Data  Processing  Account  -  Revenues  relating  to  the  internal  service  fund  are  from  four  major  revenue  centers:  1) 
state  mainframe  processing  rates  based  upon  central  processing  unit  (CPU)  seconds  or  other  per  transaction  rates  (COB);  2) 
systems  support  and  development  rates  based  upon  an  hourly  service  rate  (SSB);  3)  network  rates  charged  on  a  monthly  or 
yearly  basis  per  workstation  or  installation  (DATA);  and  4)  voice  telecommunication  rates  charged  on  equipment  and  long 
distance  usage  basis  (VOICE). 

The  legislature  approved  the  following  changes  from  fiscal  year  1996  rates: 


Services  Provided 

Rate 

Fiscal  Year  1998                                       Fiscal  Year  1999 

Microfilm  Service  (COM) 

5% 

5% 

Computer  Processing  Services 

-33% 

-46% 

Data  Network  Services 

47% 

47% 

Systems  Develop  Services 

5% 

5% 

Operational  Support  (Data  Entry) 

6% 

6% 

Misc.  Info.  Systems  (Laser  Print) 

0% 

0% 

Video  Conferences 

0% 

0% 

Telephone  Equipment 

-27% 

-27% 

Long  Distance  Charge 

-10% 

-10% 

The  most  significant  increase  in  ISD  rates  is  the  increase  in  the  Data  Network  Services  charge,  which  will  increase  from  its 
fiscal  1997  level  of  $36  per  terminal  to  a  1999  biennium  level  of  $53  per  terminal. 

The  division  plans  to  use  the  money  collected  in  the  proprietary  account  to  fund  a  number  of  present  law  adjustments  and 
new  proposals.  Because  of  the  number  and  the  impact  on  rates,  they  are  categorized  and  listed  as  follows. 

Present  Law  Adjustments  (Funded  with  Proprietary  Funds) 

1 )  Mainframe  Processor  Upgrade  -  The  division  plans  to  spend  an  additional  $348,988  in  fiscal  1 998  and  $  1 ,084,672  in  fiscal 
1999  for  the  state  mainframe  processor  equipment  upgrades.  The  division  plans  to  replace  the  currently  installed  3390  direct 
access  storage  device  (DASD)  and  model  3490  magnetic  tape  with  higher  density  storage  equipment.  The  DASD  equipment 
will  be  purchased  on  the  used  market.  Magnetic  tape  is  the  storage  media  utilized  to  back  up  all  DASD  data  for  transport 
to  the  state  disaster  recovery  hot  site  to  accommodate  any  disaster  affecting  the  mainframe  data  center.  The  configuration 
of  the  magnetic  tape  equipment  must  always  be  compatible  with  the  state  hot  site  vendor  configuration  in  Federal  Way, 
Washington.  The  division  also  plans  to  replace  two  3825  laser  printers. 

2)  Software  -  Operating  -  The  division  plans  to  spend  an  additional  $7 1 1 ,333  in  fiscal  1 998  and  $  1 ,04 1 ,49 1  in  fiscal  1 999 
for  software  license  fee  increases. 
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3)  SummitNet  Expansion  -  The  division  plans  to  spend  an  additional  $700,140  each  year  to  provide  for  additional 
communications  services  to  support  SummitNet  growth.  The  division  expects  significant  growth  in  the  number  of  local 
government  agencies,  school  districts,  libraries,  non-profit  corporations,  and  private  sector  businesses  requiring  access  to  state 
agency  applications.  In  order  to  accommodate  this  expected  growth,  the  division  plans  to  upgrade  the  core  backbone 
mfrastructure. 

4)  Hardware  Debt  Service  -  The  division  plans  to  spend  an  additional  $913,683  in  fiscal  1998  and  $260,721  in  fiscal  1999 
for  the  debt  service  associated  with  current  commitments,  including  obligations  entered  into  during  fiscal  1997. 

5)  State  Telephone  Switch  Upgrade  -  The  division  plans  to  spend  an  additional  $3 1 1 ,436  each  year  to  upgrade  the  current 
Capitol  complex,  U  of  M-Missoula,  MSU-Bozeman,  and  MSU-Billings  telephone  switches  to  accommodate  the  growing 
voice,  video,  and  data  requirements  for  the  state  network. 

6)  Telephone  Station  Grovyth  and  Replacement  -  The  division  plans  to  spend  an  additional  $3 10,000  each  year  to  provide 
telephone  sets,  line  cards,  and  other  telephone  switching  equipment  to  support  state  agency  adds,  moves,  and  changes. 

7)  State  Telecommunications  Network  -  The  division  plans  to  spend  an  additional  $263,634  each  year  to  upgrade  existing 
network  services  among  the  four  major  nodes  on  the  state  telecommunications  network.  Existing  digital  facilities  will  be 
replaced  between  Missoula,  Helena,  Bozeman,  and  Billings  with  DS-3  (45  MBPS  of  bandwidth). 

8)  Replace  PCs  -  The  division  plans  to  spend  amounts  representing  net  decreases  from  the  base  of  $653,608  in  fiscal  1998 
and  $663,608  in  fiscal  1999. 

New  Proposals  (Funded  with  Proprietary  Funds) 

The  new  proposals  incorporate,  with  one  exception,  the  recommendations  submitted  by  the  state  Information  Technology 
Advisory  Council  (ITAC).  The  new  proposal  for  year  2000  conversion  coordination  did  not  have  the  express 
recommendation  of  ITAC.  In  total,  ISD  is  requesting  a  net  addition  of  21 .0  FTE  in  fiscal  1998  and  22.0  FTE  in  fiscal  1999. 
The  FTE  requested  would  increase  the  ISD  workforce  by  16  percent. 

1)  Internet  Services  -  The  division  plans  to  add  2.0  FTE  (with  associated  costs  of  $86,945  in  fiscal  1998  and  $73,945  in  fiscal 
1999)  to  provide  to  manage  and  support  internet  services  for  state  government.  The  service  will  be  provided  on  a  fee  basis 
to  state  agencies. 

2)  Statewide  GIS  Coordination  and  Support  -  The  division  plans  to  add  2.0  FTE  and  to  spend  $221,764  each  year  to 
implement  a  statewide  Geographic  Information  System  (GIS)  coordination  and  support  system  and  to  purchase  supporting 
hardware.  The  system  will  provide  service  to  all  state  agencies  as  needed.  The  recommendation  includes  $50,000  each  year 
to  purchase  services  of  a  metadata  (data  about  data)  coordinator  and  $74,500  each  year  to  purchase  contracted  support 
services. 

3)  SummitNet  Expansion-Additional  FTE  -  The  division  plans  to  add  2.0  FTE  (with  associated  costs  of  $71,945  each  fiscal 
year)  to  accommodate  the  growing  support  required  by  statewide  SummitNet  users. 

4)  Help  Desk  Support  -  The  division  plans  to  add  1 .0  FTE  (with  associated  costs  of  $33, 1 79  each  fiscal  year)  to  accommodate 
the  estimated  2,000  new  data  terminals  that  will  be  connected  by  the  end  of  fiscal  1999. 
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5)  Financial  Sen  ices  Unit  Accounting  FTE  -  The  division  plans  to  add  1.0  FTE  (with  associated  costs  of  $30,671  each  fiscal 
year)  to  meet  workload  increases  in  the  Financial  Services  Unit. 

6)  Capitol  Operator  Support  FTE  -  The  division  plans  to  add  1.0  FTE  (with  associated  costs  of  $21,167  each  fiscal  year)  to 
help  in  the  Telecommunications  Operations  Bureau. 

7)  Enterprise  E-Mail  -The  division  plans  to  add  3.0  FTE  and  to  spend  $814,668  in  fiscal  1998  and  plans  to  add  an  additional 
1.0  FTE  (for  a  total  of  4.0  new  FTE)  and  to  spend  $571,1 10  in  fiscal  1999  to  purchase  electronic  mail  (E-Mail)  software  and 
hardware  and  contracted  services  to  train  the  staff  and  users. 

8)  Enterprise  Database  Support  -  The  division  plans  to  add  1 .0  FTE  and  to  spend  $256,971  each  fiscal  year  for  a  software 
support  specialist  to  implement  and  support  the  Oracle  2000  enterprise  database.  The  proposal  includes  the  licensing  cost 
of  Oracle  2000  and  training  costs  necessary  to  develop  and  maintain  agency  applications. 

9)  Agency  Oracle  Programming  -  The  division  plans  to  add  2.0  FTE  and  to  spend  $71,945  each  fiscal  year  for  agency 
systems  development  project  management  and  planning,  analysis,  design,  and  programming  in  an  Oracle  development 
environment. 

10)  Enterprise  Document  Management  -  The  division  plans  to  add  1.0  FTE  and  spend  $138,143  in  fiscal  1998  and  $63,143 
in  fiscal  1999.  The  proposal  is  to  purchase  hardware  and  software  in  support  of  agency  use  of  document  management 
technologies. 

1 1)  Enterprise  Mid-Tier  Support  -  The  division  plans  to  add  1.0  FTE  and  spend  $218,638  each  fiscal  year  for  staff  support, 
software,  and  communications  equipment  for  the  enterprise  mid-tier  computer  processing  unit. 

12)  Mainframe  Oracle/Processor  Upgrade  -  The  division  plans  to  add  1.0  FTE  and  spend  $35,971  each  fiscal  year  to  support 
the  cyclical  upgrade  of  the  state  mainframe  computer  processor  to  accommodate  growth  in  service  demands. 

13)  Capitol  Complex  Backbone  Upgrade  -  The  division  plans  to  spend  $79,068  each  year  to  upgrade  the  fiber  backbone 
bandwidth  that  supports  enterprise  technologies.  The  upgrade  of  the  current  intelligent  wiring  hubs  and  routers  will  increase 
the  complex  backbone  bandwidth  to  100  Mbps. 

14)  Mainframe/Mid-Tier  Computer  Operator  -  The  division  plans  to  add  1 .0  FTE  and  spend  $28,446  each  fiscal  year  for  a 
mainframe  and  mid-tier  computer  operator  to  accommodate  growth  in  service  demands. 

15)  Statewide  GIS  Cadastral  Database  -  The  division  plans  to  add  1.0  FTE  and  spend  $39,160  each  fiscal  year  for  a 
geographic  information  system  (GIS)  specialist  to  develop  a  statewide  cadastral  database  that  will  be  utilized  by  state 
agencies  and  local  governments.  The  FTE  will  coordinate  and  plan  the  project  with  federal,  state,  and  local  governments, 
as  well  as  with  private  sector  participants. 

16)  Year  2000  Conversion  -  The  division  plans  to  spend  $329,000  in  fiscal  1998  and  $287,000  in  fiscal  1999  to  fund  the 
statewide  coordination  of  the  "millennium  project."  The  proposal  includes  education,  work  with  agencies  to  develop  a 
schedule  for  risk  assessment,  activity  planning,  acquisition  of  software,  and  provisioning  of  necessar>'  contracted  services 
to  address  and  solve  the  year  2000  conversion  problem. 

1 7)  Agency  Computer  Acquisition  Support  -  The  division  plans  to  add  1 .0  FTE  (with  associated  costs  of  $35,971  each  fiscal 
year)  to  assist  with  information  technology  planning  and  acquisition  projects. 
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Program  Proposed  Budget 

tration 

Base 

Budget 

Fiscal  1996 

PL  Base 
Adjustment 
Fiscal  1998 

New 

Proposals 

Fiscal  1998 

Total 
Leg.  Budget 
Fiscal  1998 

General  Services  Program 

PL  Base                New 
Adjustment          Proposals 
Fiscal  1999        Fiscal  1999 

Total 

Leg.  Budget 
Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  98-99 

Budget  Item 

FTE 

Operating  Expenses 
Transfers 

249,926 
58,800 

235,394 
1 

485,320 
58,801 

244,726 
1 

494,652 
58,801 

979,972 
117,602 

Total  Costs 

$308,726 

$235,395 

$544,121 

$244,727 

$553,453 

$1,097,574 

General  Fund 
Capital  Projects 

249,926 
58,800 

(14,606) 
250,001 

235,320 
308,801 

(5.274) 
250,001 

244,652 
308,801 

479,972 
617,602 

Total  Funds 

$308,726 

$235,395 

$544,121 

$244,727 

$553,453 

$1,097,574 

Program  Description 

The  General  Services  Division  manages  repair  and  maintenance  services  for  state  agencies  in  the  capitol  complex  and  several 
state-owned  buildings  in  the  Helena  area.  The  program  also  provides  locksmith  services,  painting,  remodeling,  and 
construction  services.  The  program  supervises  contracts  for  services  for  state-owned  buildings,  including  mechanical 
maintenance,  pest  control,  janitorial  services,  elevator  repair,  security,  maintenance,  and  garbage  collection. 

Funding 

Funding  for  the  General  Services  Program  is  primarily  from  proprietary  funds  not  included  in  the  HB  2  budget,  which  the 
program  receives  by  charging  rent  to  state  agencies.  Agencies  pay  rent  on  office  and  warehouse  space  in  state  buildings 
located  mostly  on  the  Capitol  complex. 

The  program  also  receives  a  HB  2  appropriation.  The  program  receives  a  general  fund  appropriation  which,  although  counted 
as  a  rent  expense,  is  actually  transferred  as  revenue  into  the  general  services  proprietary  account.  The  general  fund  support 
is  to  pay  the  costs  of  maintaining  "common  areas"  such  as  legislative  office  space,  the  Governor's  mansion,  public  display 
areas  in  the  Historical  Society  Museum,  and  some  office  space  in  the  museum  building.  The  common  areas  account  for 
about  20  percent  of  the  capitol  complex  office  space.  The  program  also  receives  capitol  land  grant  funds  to  pay  maintenance 
costs  on  buildings  in  the  capitol  complex.  The  capitol  land  grant  funds  are  also  transferred  to  the  general  services  proprietary 
account. 

Present  Law  (Funded  in  HB  2) 


2)  Fixed  Costs  (Common  Areas  Maintenance)  -  The  legislature  provided  general  fund  appropriations  of  $235,320  in  fiscal 
1998  and  $244,652  in  fiscal  1999  to  pay  the  costs  of  maintaining  "common  areas"  such  as  legislative  office  space,  the 
Governor's  mansion,  public  display  areas  in  the  Historical  Society  Museum,  and  some  office  space  in  the  museum  building. 
(Although  the  appropriation  will  be  used  to  pay  for  the  maintenance  cost  of  the  common  areas,  for  accounting  purposes,  it 
will  appear  as  a  rent  expense  and  is  listed  in  the  fixed  cost  portion  of  the  present  law  adjustment  table.  The  amounts  represent 
present  law  decreases  of  $14,606  in  fiscal  1998  and  $5,274  in  fiscal  1999.) 

3)  Capitol  Complex  Major  Maintenance  -  The  legislature  also  provided  an  appropriation  of  $308,001  each  fiscal  year  from 
the  capitol  land  grant  fiind  to  pay  maintenance  costs  on  buildings  in  the  capitol  complex.  These  amounts  represent  present 
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law  increases  of  $250,000  per  fiscal  year.  The 
legislature  made  this  appropriation  contingent 
on  availability  of  capitol  land  grant  funds. 
I 
Language 

"The  appropriation  from  the  capitol  land  grant 
fund  of  $250,000  for  fiscal  year  1998  and 
$250,000  for  fiscal  year  1999  for  major 
maintenance  repairs  on  buildings  within  the 
capitol  complex  is  contingent  upon  availability 
of  capitol  land  grant  funds." 
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Present  Law  Description 

Present  Law 

Adjustmenls 
Fiscal  1998 

Adjustments 

Adjustments 
Fiscal  1999 

Statewide  Present  Law  Adjustments 

0 

(14,606) 

($14,606) 

250.000 

$250,000 

$1 

$235,395 

0 
(5.274) 

($5,274) 

250.000 

$250,000 

$1 

$244,727 

01  InHation  /  Deflation 

02  Fixed  Costs 

Total  StatfKide  Adjustmenls 
Significant  Present  Law  Adjustments 

03      91000    Capitol  Complex  Major  Maintenance 

Total  Significant  PL  Adjustment 
Other  Base  Adjustments 

Gmnd  Total  Prtstnl  Law  Adjustments 

Proprietary  Rates  -  General  Services  Program 

Internal  Service  Funds  and  Rates 

The  General  Services  Program  administers  the  Rent  and  Maintenance  Proprietary  Account,  as  explained  below. 

Rent  and  Maintenance  Proprietary  Account  -  General  Services  provides,  through  in-house  staff  and  contracted  services, 
repair,  maintenance,  security  and  custodial  services  for  buildings  in  the  Capitol  complex  and  several  buildings  located 
throughout  the  Capitol  city.  The  division  manages  26  service  contracts  for  the  complex/Capitol  city  area  including 
mechanical  maintenance,  janitorial  services,  security,  pest  control,  elevator  maintenance  and  repair,  garbage  collection,  fire 
suppression  maintenance,  recycling,  and  garbage  service.  The  program  also  provides  professional  and  technical  assistance 
to  agencies  outside  the  Capitol  complex  (within  10  mile  radius).  Additionally,  the  rent  and  maintenance  program  allocates 
space  to  state  agencies  and  negotiates  and  approves  leases  for  office  space  state  wide.  Rent,  on  a  cost  per  square  foot  basis, 
is  assessed  each  agency  occupying  space  in  buildings  controlled  by  the  Department  of  Administration.  The  rates  are 
established  to  cover  the  cost  of  personal  services,  operating  expenses  including  major  maintenance,  and  new  and  replacement 
equipment.  Project  work  completed  for  agencies  by  in-house  staff  or  contracted  with  an  outside  vendor  is  on  a  cost  recovery 
basis.  The  methodology  in  developing  these  rates  has  not  changed  from  past  biennia. 

The  legislature  approved  the  following  rates  for  the  Rent  and  Maintenance  Proprietary  Account: 


Type  of  Rate 

Rate 
Fiscal  Year  1998                                       Fiscal  Year  1999 

Office  Rental  Rate 

$4,616 

$4,789 

Warehouse  Rental  Rate 

$2.22 

$2.22 
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The  program  anticipates  that  the  following  factors  will  cause  its  direct  and  indirect  costs  to  increase: 

1)  contracted  services  increases  will  occur  throughout  the  biennium  as  existing  contracts  expire.  Prevailing  wage  increases 
will  affect  several  of  the  contracts; 

2)  janitorial  contracts  in  fiscal  1997  exceed  budgeted  amounts  by  6  percent  as  a  result  of  new  contracts  being  awarded  in 
March  and  July,  1996.  The  trend  is  expected  to  continue  into  the  next  biennium  with  contracts  increasing  by  as  much  as 
10  percent; 

3)  costs  negotiated  in  the  next  mechanical  contracts  are  projected  to  increase  by  10  percent  over  the  current  contracts; 

4)  security  protection  costs  are  projected  to  increase  1 8  percent.  The  security  protection  contract  is  awarded  for  a  three-year 
period  with  no  cost  increases  during  the  life  of  the  contract; 

5)  elevator  maintenance  costs  are  projected  to  increase  24  percent.  The  elevator  maintenance  contract  is  awarded  for  a  three- 
year  period  with  no  cost  increases  during  the  life  of  the  contract.  The  age  of  elevators  in  service  continues  to  increase  the 
cost  of  this  contract; 

6)  pest  control  services  are  expected  to  increase  25  percent.  There  is  little  competition  for  this  contract,  which  contributes 
to  the  price  increase;  and 

7)  utilities  are  anticipated  to  increase  by  3  percent  per  year  for  electricity,  approximately  4  percent  for  natural  gas,  8.8  percent 
for  water  consumption  charges  by  the  City  of  Helena,  and  18.5  percent  for  garbage  and  trash  removal  due  to  increased 
costs  for  landfill  usage  and  transportation. 

New  Proposals  (Funded  with  Proprietary  Funds) 

The  money  collected  in  the  proprietary  account  will  also  be  used  to  fund  the  following  new  proposals: 

1)  upgrading  of  perimeter  safety  lighting  on  the  Capitol  complex,  installation  of  entry  security  in  the  form  of  card  access 
software,  and  door  and  lock  replacement  throughout  the  complex; 

2)  a  recycling  coordinator  and  janitorial  oversight; 

3)  a  major  maintenance  contingency  fund  for  emergency  repairs  on  the  Capitol  complex  beyond  the  scope  of  day-to-day 
repairs  or  scheduled  long-term  maintenance  projects;  and 

4)  purchase  of  new  equipment/general  services. 
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Proprietary  Rates  -  Mail  and  Distribution  Bureau 

The  following  program  is  funded  with  proprietary  funds  and  is  not  subject  to  appropriation.  However,  the  legislature  must 
approve  the  rates  charged.  The  following  provides  a  brief  description  and  lists  those  rates. 

Internal  Service  Funds  and  Rates 

The  Mail  and  Distribution  Bureau  is  funded  through  the  Mail  and  Distribution  proprietary  account,  as  explained  below. 

Mail  and  Distribution  Account  -  The  Mail  and  Distribution  Program  provides  qualified  mail  room  staff  to  operate  a 
centralized  mailing  operation.  Services  provided  by  the  program  include  the  following:  1 )  mail  pick-up  and  deliver>  in 
agencies'  offices;  2)  metering  of  all  out-going  U.S.  mail;  3)  bar  coding  qualified  mailings  to  qualify  for  postal  rate  savings; 
4)  delivery  of  all  inter-agency  printed  communications  (known  as  "Deadhead  Mail");  5)  providing  a  Postal  Contract  Station 
with  locked  mail  bo.xes;  6)  providing  the  services  of  United  Parcel  Service  (UPS)  to  agencies;  and  7)  providing  express  mail 
service. 

The  legislature  defined  rates  for  the  Mail  and  Distribution  Program  to  mean  a  specific  working  capital  reserve  balance,  except 
for  the  rate  for  deadhead  mail.  The  legislature  defined  the  rate  for  deadhead  mail  to  mean  the  total  amount  allocated  for 
deadhead  mail  charges  in  the  fixed  cost  portion  of  agency  budgets.  The  two  rates  approved  by  the  legislature  are  shown 
below: 


Type  of  Rate 

Rate 
Fiscal  Year  1 998                                       Fiscal  Year  1 999 

Mail  and  Distribution  Account  (except 
deadhead  mail) 

$157,157 

$157,157 

Deadhead  Mail 

60-day  working  capital  reserve 

60-day  working  capital  reserv  e 

The  projected  1999  biennium  expenditure  increases  for  direct  and  indirect  costs  are  a  result  of  the  following  factors:  1) 
inflationary  increases  of  over  3  percent  over  the  present  law  base  for  personal  services  as  a  result  of  implementing  a  career 
ladder  structure  in  fiscal  1996  that  allows  for  grade  increases  when  employees  achieve  certain  standards.  The  career  ladder 
structure  was  implemented  as  a  part  of  the  program's  participation  in  the  performance-based  budgeting  pilot  in  the  1997 
biennium;  2)  increases  for  general  liability  coverage  for  employees  and  the  addition  of  vehicle  liability  coverage  for  two 
cargo  vans;  3)  installation  of  the  JetStar  Bar  Coder  and  additional  mail  processing  equipment  to  handle  an  increased  volume 
of  mail  has  resulted  in  specialized  supplies  and  materials  being  purchased  to  operate  the  equipment;  and  4)  anticipated 
increases  of  3  percent  in  communications  costs  during  the  1999  biennium. 

The  bureau  will  use  the  money  collected  in  the  Mail  and  Distribution  Account  to  fund  the  purcha.se  of  additional  mail 
processing  equipment,  to  decrease  its  debt  service,  to  purchase  a  van,  and  a  contract  for  additional  administrative  support. 

Performance  Based  Budget 

The  legislature  established  the  budget  for  the  Mail  and  Distribution  Bureau  using  the  concept  of  performance  based 
budgeting.  The  legislature  has  specified  goals  and  objectives  for  program  or  function  performance,  as  well  as  measures  by 
which  the  legislature  can  determine  whether  the  goals  and  objectives  have  been  met.  The  appropriation  is  made  in  a  lump 
sum,  and  left  for  the  agency  to  determine  the  best  allocation  of  the  total  appropriation  to  accomplish  the  specified  goals  and 
objectives  and  meet  the  performance  measures. 
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The  legislature  adopted  the  following  language  and  approved  the  following  goals  and  performance  measures  for  the  Mail  and 
Distribution  Bureau: 

"The  rates  approved  for  the  mail  and  distribution  program  are  contingent  upon  resultant  revenue  being  used  to  achieve 
program  performance  targets  as  outlined  by  the  legislature  in  the  general  appropriations  act  for  the  1999  biennium.  The 
department  shall  provide  semiannual  reports  to  the  Office  of  Budget  and  Program  Planning  and  the  Legislative  Fiscal 
Division  on  progress  towards  achievement  of  these  performance  targets  with  explanations  for  any  significant  variances." 

The  mail  and  distribution  program  will  attempt  to  achieve  the  following  goals  by  meeting  the  specified  performance 
measures: 

Goal  1:  To  develop  a  pricing  structure  that  stabilizes  the  program  cash  flow  and  provides  incentives  for  agencies  to  prepare 
automated  mail. 

Performance  Measures: 

(1)  Retire  all  program  inter-entity  loans  by  the  end  of  fiscal  year  1999. 

(2)  Base  mail  processing  rates  on  actual  postage  plus  overhead  charges  that  accurately  reflect  the  processing  costs. 

(3)  Increase  the  ratio  of  automated  to  nonautomated  mail  by  30%  over  the  biennium  through  interagency  coordination 
and  agency  training  in  mailing  list  management. 

(4)  Set  deadhead  mailing  rates  for  the  coming  biennium  to  more  accurately  reflect  agency  usage  and  central  mail  handling 
costs. 

Goal  2:  To  consistently  achieve  a  high  degree  of  customer  satisfaction  with  the  timeliness  and  quality  of  mail  processing 
service. 

Performance  Measures: 

(1)  To  increase  the  automation  of  incoming  mail  to  improve  the  accuracy  of  delivery  through  interagency  coordination 
and  agency  training. 

(2)  Achieve  a  99%  level  of  the  following  delivery  standards  based  on  quarterly  mail  test  samples:  incoming  mail 
delivered  same  day  received,  deadhead  mail  delivered  within  24  hours  of  receipt,  and  automated  outgoing  mail  delivered 
to  the  United  States  postal  service  the  same  day  received  unless  hold  requested  by  customer. 

(3)  Customer  satisfaction  ratings  from  surveys  done  two  times  per  year  must  meet  acceptable  service  standards. 
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tration 

Base 

Budget 

Fiscal  1996 

PL  Base 
Adjustment 
Fiscal  1998 

New 

Proposals 

Fiscal  1998 

Total 
Leg.  Budget 
Fiscal  1998 

State  Personnel  Division 

PL  Base                New 
Adjustment         Proposals 
Fiscal  1999        Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  1999 

Total 
Leg.  Budgei 
Fiscal  98-99 

Budget  Item 

FTE 

23.25 

23.25 

23.25 

23.25 

Personal  Sei-vices 
Operating  Expenses 
Equipment 
Transfers 

753.713 

140,081 

19.358 

76.246 
31.338 
(11,747) 

8,470 
4,548.357 

829,959 

179,889 

7,611 

4,548,357 

77.041 

5.670 

(10.944) 

8,470 
6,500,000 

830,754 

154,221 

8,414 

6,500,000 

1,660,713 

334,110 

16.025 

11.048.357 

Total  Costs 

$913,152 

$95,837 

$4,556,827 

$5,565,816 

$71,767 

$6,508,470 

$7,493,389 

$13,059,205 

General  Fund 
Expendable  Trust 

913,152 

95,837 

255,024 
4,301,803 

1,264.013 
4,301.803 

71.767 

2,008,470 
4,500.000 

2.993.389 
4.500.000 

4.257.402 
8.801.803 

Total  Funds 

$913,152 

$95,837 

$4,556,827 

$5,565,816 

$71,767 

$6,508,470 

$7,493,389 

$13,059,205 

Program  Description 

The  State  Personnel  Division  provides  state  agencies  with  a  comprehensive  program  of  personnel  administration  including 
position  classification,  collective  bargaining  and  labor  relations,  group  benefits  plans,  compensation  plan  and  rules,  deferred 
compensation,  training,  employee  incentive  awards,  sick  leave  fund,  equal  employment  and  affirmative  action,  and  health 
education.  The  division  publishes  state  rules  and  policies  relating  to  recruitment,  selection,  discipline,  grievance, 
performance  appraisal,  leave,  affirmative  action,  and  other  personnel  matters.  The  division  also  prepares  and  distributes 
payroll  for  all  state  employees  and  maintains  the  state  Payroll/Position  Control/Personnel  (PPP)  system. 

Funding 

The  program's  functions  are  fiinded  with  a  combination  of  general  fund  and  non-appropriated  proprietary  funds  as  follows: 

1 )  Funding  for  the  Classification  and  Labor  Relations  Bureaus  is  from  the  general  fund. 

2)  The  Employee  Benefits  Bureau  is  funded  from  the  investment  earnings  of  the  state  employees  benefits  fund.  The 
Employee  Benefits  Bureau  also  receives  a  minor  general  fund  appropriation  for  administration  of  the  employee  incentive 
program  and  for  sick  leave  administration. 

3)  The  Professional  Development  Center  is  funded  by  non-appropriated  proprietary  fees  state  agencies  pay  for  training 
services. 

4)  The  State  Payroll  Unit  is  funded  by  non-appropriated  proprietary  fees  state  agencies  pay  for  payroll  processing  services. 

The  HB  2  budget  for  the  program  includes  all  functions  except  the  Professional  Development  Center  and  the  State  Payroll 
Unit.  The  HB  2  budget  also  includes  $2,246,554  general  fund  and  $8,801,803  of  expendable  trust  fund  money  for  the 
personal  services  contingency  fund.  The  expendable  trust  fund  amount  represents  the  non-general  fund  portion  of  the 
personal  services  contingency  fund  and  is  temporarily  classified  as  expendable  trust  fund  money  until  its  disbursement  to 
agencies. 
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Present  Law 


4)  Computer  Replace/State  Personnel  -  The 
legislature  approved  present  law  decreases  of 
$11,747  in  fiscal  1998  and  $10,944  in  fiscal 
1999.  The  decreases  represent  a  reduction  in 
equipment  requirements  as  well  as  the  general 
fund  portion  of  a  ten  percent  reduction  imposed 
on  the  Department  of  Administration 
equipment  budget.  The  reduction  amounts  are 
$3,789  in  fiscal  1998  and  $2,986  in  fiscal  1999. 
Though  the  reduction  is  recorded  in  the 
Personnel  Division  Program  budget,  the 
department  is  authorized  to  allocate  the 
reduction  among  all  its  programs. 

5)  Indirect  Cost  Network  Support  -  The 
legislature  approved  present  law  increases  of 
$15,323  in  fiscal  1998  and  $15,335  in  fiscal 
1999  to  allow  the  State  Personnel  Division  to 
pay  its  allocation  of  the  network  support  costs. 


SIOl  23 

Department  of  Administration 

Present  Law 

Adjustments 

State  Personnel  Division 

Adjustments 

Adjustments 

Present  Law  Description 

Fiscal  1998 

Fiscal  1999 

Statewide  Present  Law  Adjustments 

74,905 

75,700 

01                  Personal  Services 

02                  Inflation  /  Deflation 

(1.481) 

(1,834) 

03                  Fixed  Costs 

9,194 

11,396 

Total  Statewide  Adjttstments 

$82,618 

$85,262 

Significant  Present  Law  Adjustments 

(11,747) 

(10.944) 

04      79199    Computer  Replace/State  Personnel 

05      91001    Indirect  Costs  Network  Support 

15,323 

15.335 

06      91002    Compensation  Consulting 

1,702 

(22.698) 

07      91003    Software  Licenses 

4,100 

900 

08      91666    Longevity  Correction 

1,341 

1,341 

Total  Significant  PL  Adjustments 

$10,719 

($16,066) 

Other  Base  Adjustments 

$2,500 
$95,837 

$2,571 
$71,767 

Grand  Total  Present  Law  Adjustments 

6)  Compensation  Consulting  -  The  legislature  approved  present  law  increases  of  $1,702  in  fiscal  1998  and  a  present  law 
decrease  of  $22,698  in  fiscal  1999  for  consulting  services.  The  division  plans  to  contract  for  services  to  conduct  the  biennial 
salary  survey  of  employers  to  obtain  wage  and  salary  data  and  to  provide  consultant  assistance  to  review  design  issues  of  the 
classification  and  pay  plan. 

7)  Software  Licenses  -  The  legislature  approved  present  law  increase  of  $4,100  in  fiscal  1998  and  $900  in  fiscal  1999  for 
purchase  of  27  operating  system,  14  WordPerfect,  and  9  Lotus  licenses. 

8)  Longevity  Correction  -  This  addition  corrects  a  miscalculation  of  longevity  payments  in  the  initial  determination  of 
present  law  personal  services.  If  longevity  had  been  correctly  calculated,  these  funds  would  have  been  included  in  the 
"statewide  adjustments"  above. 
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^gislative  Budget  New  Proposals 

Fiscal  1998 

State  Pers 

oimel  Division 

Fiscal 

1999 

New  Proposal  Description 

FTE 

Ueneral 

Fund 

Other 
Funds 

Total 

Funds 

FTE 

(jeneral 

Fund 

Other 
Funds 

loial 
Funds 

01  Stale  Employment  Applications 

02  Personal  Services  Contingency 
Total  For  New  Proposals 

8.470 
246.554 

$255,024 

4,301.803 
$4,301,803 

8,470 
4,548.357 

$4,556,827 

8.470 

2,000.000 

$2,008,470 

4.500.000 
$4,500,000 

8.470 

6,500,000 

$6,508,470 

New  Proposals 

1 )  State  Employment  Applications  -  The  legislature  approved  the  new  proposal  to  add  $8,470  general  fund  each  year  to 
purchase  70.000  state  application  forms  to  be  distributed  to  the  public  at  no  charge  by  local  job  service  offices. 

2)  Personal  Services  Contingency  -  The  legislature  accepted  the  new  proposal  to  provide  a  personal  services  contingency 
fund.  The  legislature  approved  $246,554  general  fund  and  $4,301,803  other  funds  in  fiscal  1998  and  $2.0  million  general 
fund  and  $4.5  million  other  funds  in  fiscal  1999.  The  appropriation  is  a  biennial  appropriation.  The  legislature  also  approved 
language  explaining  the  purpose  of  the  contingency  fund  and  outlining  procedures  for  use  of  the  fund.  The  adopted  language 
is  shown  in  the  "Language"  section. 

Language 

"Item  6a  [Personal  Services  Contingency]  contains  biennial  appropriations  that  the  department  and  the  Office  of  Budget  and 
Program  Planning  may  combine  and  spend  in  either  year  to  allocate  to  agencies  (except  for  Montana  University  System 
instructional  faculty  and  the  legislative  branch),  subject  to  the  process  described  below,  for  personal  services  if  the  agencies 
did  not  experience  normal  turnover  in  an  amount  necessary  to  provide  full  funding  for  personal  services.  The  amounts  may 
be  adjusted  among  fund  types,  excluding  the  general  fund,  which  may  not  be  adjusted. 

It  is  not  the  intention  of  the  executive  branch  or  the  legislature  to  force  vacancies  among  judges  or  in  direct  care  positions. 
It  is  recognized  that  the  workload  of  the  judges  is  ongoing.  It  is  recognized  that  the  nature  of  direct  care  mandates  24-hour 
staff  coverage,  7  days  a  week  in  order  to  provide  statutorily  mandated  services.  It  is  further  recognized  that  vacancies  in 
direct  care  programs  do  not  translate  into  empty  positions,  but,  rather,  result  in  an  increase  in  overtime  wages  until  the 
position  is  filled.  Accordingly,  the  amounts  set  aside  for  personal  services  contingencies  for  the  judiciarv'  and  for  direct  care 
programs  in  executive  branch  agencies  shall  be  partially  allocated  to  the  affected  agencies  by  the  office  of  budget  and 
program  planning  for  fiscal  year  1998  and  fiscal  year  1999  first-day  processing.  Likewise,  the  salaries  of  elected  officials 
will  be  restored  to  the  full  amount  cited  on  the  already-approved  schedule  for  fiscal  year  1998  and  fiscal  year  1999  first-day 
processing. 

Agencies  making  any  other  requests  for  an  allocation  of  these  contingency  funds  shall  document  the  request  in  the  manner 
prescribed  by  the  budget  director  to  show  that  personal  services  expenditures  will  exceed  program  appropriations  for  personal 
ser\'ices  and  the  reasons  for  the  deficit.  The  office  of  budget  and  program  planning  shall  provide  an  annual  report  to  the 
legislative  finance  committee  showing  the  allocations  of  these  personal  services  contingency  funds." 
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Proprietary  Rates  -  State  Personnel  Division 
Internal  Service  Funds  and  Rates 

The  State  Payroll  Division  administers  the  Professional  Development  Center,  the  Employee  Benefits  Account,  and  the  State 
Payroll  Account,  as  explained  below. 

Professional  Development  Center  -  The  Professional  Development  Center  (PDC)  provides  a  variety  of  training  products  and 
facilitation  services  to  state  agencies  on  a  fee  reimbursement  basis.  About  1  percent  of  revenue  comes  from  the  sale  of 
guidebooks  and  other  training  materials. 

Demand  for  services  has  historically  been  measured  by  the  number  of  participants  served  and  is  variable  and  difficult  to 
predict  from  quarter  to  quarter.  Total  participants  served  in  fiscal  1994  were  3,895,  in  fiscal  1995  were  3,754.  Projections 
for  fiscal  1996  are  at  a  similar  level.  The  services  offered  by  PDC  are  changing  with  the  emphasis  moving  away  from  open 
enrollment  classes  to  contract  classes  that  are  developed  and  provided  for  a  single  organization  or  unit.  Other  courses  are 
being  prepared  in  a  video  format.  The  changes  are  resulting  in  more  intensive  training  to  each  participant,  requiring  more 
staff  time  for  development  and  presentation.  The  center  predicts  that  the  number  of  participants  served  will  remain  relatively 
constant  in  fiscal  1997  and  fiscal  1999. 

The  legislature  approved  the  following  rates  for  the  Professional  Development  Center: 


Rate  for  Workshops  (per  hour) 

Fiscal  Year  1998:  $44.17 

Fiscal  Year  1999:  $45.43 

Employee  Benefits  Account  -  The  Employee  Benefits  Program  provides  a  variety  of  insurance  products  for  state  employees, 
retirees,  and  their  dependents.  About  30,000  individuals  are  insured.  Funding  for  the  insurance  comes  from  paid  premiums. 
For  active  employees,  premiums  for  employee-only  coverage,  and  an  additional  $13.40,  are  provided  through  a  contribution 
from  their  employer. 

The  legislature  approved  the  following  language  in  HB  2:  "Because  state  employee  benefit  plans  require  a  large  number  of 
individual  premiums  for  a  variety  of  benefit  options,  because  the  portion  of  these  premiums  paid  by  the  state  is  statutorily 
established  in  2- 1 8,703,  and  because  the  employee-paid  portion  of  these  premiums  must  be  adjusted  from  time  to  time  to  meet 
the  requirements  of  2-18-812(1)  to  maintain  state  employee  group  benefit  plans  on  an  actuarially  sound  basis,  the  legislature 
defines  "rates  and  fees"  for  state  employee  benefit  programs  to  mean  the  state  contribution  toward  employee  group  benefits 
defined  m  2-18-703  and  the  employee  contribution  toward  employee  group  benefits  necessary  to  meet  the  requirements  of 
2-18-812(1)." 

State  Payroll  Account  -  State  Payroll  provides  for  preparation  and  distribution  of  payroll  and  associated  withholding  and 
deductions  for  1 1,500  state  employees  in  the  executive,  legislative,  and  judicial  branches;  and  operation  of  the  state's  payroll, 
personnel  record  keeping,  and  personal  services  budgeting  system  (PPP).  PPP  is  an  integrated  data  base  system  used  for  the 
data  storage,  reporting  and  analysis  of  state  personnel  management  information  and  activities. 

The  legislature  defined  the  rate  to  be  charged  by  State  Payroll  as  the  total  amount  included  in  the  fixed  cost  portion  of  agency 
budgets  for  payment  of  State  Payroll  services.  The  rates  approved  by  the  legislature  are  shown  below: 


Payroll  Rates 

Fiscal  Year  1998:  $595,182 

Fiscal  Year  1999:  $611,548 
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Among  the  additional  uses,  the  State  Personnel  Division  plans  to  use  the  money  derived  from  its  proprietary  accounts  to  fund 
enhancement  of  the  state  Payroll/Position  Control/Personnel  System  (PPP),  additional  printing,  equipment,  and  additional 
administrative  support. 
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Proprietary  Rates  -  Risk  Management  and  Tort  Defense  Program 

The  following  program  is  fiinded  with  proprietary  funds  and  is  not  subject  to  appropriations.  However,  the  legislature  must 
approve  the  rates  charged.  The  following  provides  a  brief  description  and  lists  those  rates. 

Internal  Service  Funds  and  Rates 

The  Risk  Management  and  Tort  Defense  provides  insurance  (through  self  insurance  and  purchase  of  commercial  insurance) 
and  tort  defense  for  state  agencies.  The  program  receives  its  funding  through  an  internal  service  fund,  as  explained  below. 

Agency  Insurance  Internal  Service  Fund  -  The  state  self-insurance  fund  is  a  proprietary  fund.  As  provided  in  2-9-202,  MCA, 
the  Department  of  Administration  is  authorized  to  accumulate  a  self-insurance  fund  to  pay  for  self-insured  losses,  to  purchase 
insurance,  and  to  fund  operations.  Payments  into  the  self-insurance  reserve  fund  are  made  from  a  legislative  appropriation. 
Funding  for  insurance  is  authorized  by  the  legislature  each  biennium  in  accordance  with  17-7-501,  MCA.  Proceeds  from 
the  self-insurance  fund  are  statutorily  appropriated  for  the  payment  of  property /casualty  claims. 

The  Division  of  Risk  Management  and  Tort  Defense  funding  objective  is  to  maintain  insurance  rates  sufficient  to  sustain 
consecutive  'worst  year'  loss  experience  of  $5.4  million  over  fiscal  1998  and  fiscal  1999.  Fiscal  1987  remains  the  single 
'worst  loss'  year  since  the  inception  of  the  self-insurance  fund.  It  should  be  noted  that  the  $5.4  million  'worst  case'  estimates 
were  not  inflated  to  fiscal  1998  and  fiscal  1999  dollars.  The  State  of  Montana  has  tort  damage  caps  of  $750,000  per  claim, 
$1,500,000  per  occurrence.  Because  the  state  performs  diverse  and  high  risk  functions,  three  or  four  large,  catastrophic  claims 
in  any  given  year  could  drive  the  self-insurance  fund  balance  to  zero. 

The  legislature  defined  rates  for  the  Risk  Management  and  Tort  Defense  Program  to  mean  the  total  amount  allocated  for 
insurance  premium  payments  in  the  fixed  costs  portion  of  agency  budgets.  These  amounts  are  shown  below: 


Type  of  Insurance 

Rate 
Fiscal  Year  1998                                     Fiscal  Year  1999 

General  Liability 

$3,652,229 

$3,834,842 

Auto  Liability 

$1,185,160 

$1,244,419 

Property 

$1,104,121 

$1,104,121 

Airport/Aircraft 

$126,254 

$126,254 

All  Other  Lines 

$171,118 

$173,922 

Additional  costs  anticipated  include  additional  legal  staff  and  equipment. 
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Program  Proposed  Budget 

Base  PL  Base  New  Total  PL  Base  New  Total  Total 

Budget  Adjustment  Proposals         Leg.  Budget       Adjustment  Proposals         Leg.  Budget       Leg.  Budget 

Budget  Item  Fiscal  1996        Fiscal  1998        Fiscal  1998        Fiscal  1998        Fiscal  1999        Fiscal  1999        Fiscal  1999       Fiscal  98-99 


FTE 

Personal  Services 
Operating  Expenses 
Equipment 
Local  Assistance 

Total  Costs 

General  Fund 

Total  Funds 


10.50 


223,797 

87.956 

53,607 

10,188 

24,355 

(24,355) 

1,885 

$303,644 

$73,789 

303,644 

73.789 

$303,644 

$73,789 

10.50 


311.753 

88,407 

63.795 

10,256 

(24,355) 

1,885 

$377,433 

$74,308 

377.433 

74,308 

$377,433 

$74,308 

10.50 


10.50 


312.204 

623.957 

63.863 

127.658 

1,885 

3,770 

$377,952 

$755,385 

377,952 

755.385 

$377,952 

$755,385 

Program  Description 

The  State  Tax  Appeal  Board  (STAB)  provides  a  tax  appeal  system  for  all  actions  of  the  Department  of  Revenue.  The  board 
travels  throughout  the  state  to  hear  appeals  from  decisions  of  the  56  county  tax  appeal  boards  (CTAB),  and  it  has  original 
jurisdiction  in  matters  involving  income  taxes,  corporate  taxes,  severance  taxes,  centrally-assessed  property  taxes,  and  new 
industry.  The  STAB  pays  a  per-meeting  honorarium,  including  mileage  reimbursement  and  meals,  to  the  168  CTAB 
members,  and  pays  clerical  expenses  for  each  board. 

Funding 

All  program  funding  is  provided  by  the  general  fund. 

Present  Law 


4)  Indirect  Costs  Network  Support  -  The 
legislature  approved  present  law  increases  of 
$3,831  in  fiscal  1998  and  $3,834  in  fiscal  1999 
to  the  program  allocation  of  the  costs  of  the 
department  network  support  unit.  The  network 
support  unit  is  an  internal  service  cost  pool  that 
provides  computer  network  support  for  all 
programs  in  the  department  with  the  exception 
of  the  Information  Service  Division. 

5)  Legal  Services  -  The  legislature  approved 
increases  of  $2,1 19  each  year  to  pay  for  the 
services  of  private  legal  counsel  to  provide  legal 
advice,  rulings,  and  court  appearances. 

6)  Replacement  Equipment  -  The  legislature 
approved  present  law  decreases  of  $24,355  for 

equipment  replacement  since  the  program  is  making  no  request  for  equipment  replacement. 
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Present  Law  Description 

Present  Law 

Adjustments 
Fiscal  1998 

Adjustments 

Adjustments 
Fiscal  1999 

Statewide  Present  Law  Adjustments 

87,956 

(419) 

4,276 

$91,813 

3.831 

2.119 

04.355) 

($18,405) 

$381 

$73,789 

88,407 
(393) 
5,115 

$93,129 

3.834 

2.119 

04.355) 

($18,402) 

($419) 

$74,308 

01  Personal  Services 

02  Inflation  /  Deflation 

03  Fixed  Costs 

Total  Slatewide  Adjustments 
Signincant  Present  Law  Adjustments 

04  91001    Indirect  Costs  Network  Support 

05  91002    Legal  Services 

06  91011    Replacement  Equipment 

Total  Significant  PL  Adjustments 

Other  Base  Atynstments 

Grand  Total  Present  Law  Adjustments 
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Appellate  Defender  Commissioii 

Agency  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget 

Adjustment 

Proposals 

Leg.  Budget 

Adjustment 

Proposals 

Leg.  Budget 

Leg.  Budget 

Budget  Item 

Fiscal  1996 

Fiscal  1998 

Fiscal  1998 

Fiscal  1998 

Fiscal  1999 

Fiscal  1999 

Fiscal  1999 

Fiscal  98-99 

UK 

2.00 

0.75 

2.75 

1.00 

3.00 

2.75 

Personal  Services 

71,596 

5,966 

30,223 

107,785 

5,966 

40,298 

117,860 

225,645 

Operating  Expenses 

29,582 

10,400 

2,799 

42,781 

10,436 

3,531 

43,549 

86,330 

Equipment 

4,550 

4,550 

4,550 

Total  Costs 

$101,178 

$16,366 

$37,572 

$155,116 

$16,402 

$43,829 

$161,409 

$316,525 

General  Fund 

101.178 

16,366 

37,572 

155,116 

16,402 

43,829 

161,409 

316,525 

Total  Funds 

$101,178 

$16,366 

$37,572 

$155,116 

$16,402 

$43,829 

$161,409 

$316,525 

Agency  Description 

The  Appellate  Defender  is  established  in  sections  46-8-2 1 0  through  213,  MCA,  and  is  hired  by  and  serves  at  the  pleasure  of 
the  Appellate  Defender  Commission.  The  Appellate  Defender  provides  legal  counsel  for  indigent  persons  who  have  been 
convicted  and  who  appeal  their  district  court  conviction  or  petition  for  post-conviction  relief  from  proceedings  in  district 
court.  The  Appellate  Defender  also  aids  the  commission  in  compiling  and  keeping  current  a  statewide  roster  of  attorneys 
eligible  for  appointment  as  trial  and  appellate  defense  counsel  for  the  indigent. 

Funding 

The  program  is  entirely  funded  by  the  general  fund  through  district  court  fees  that  are  7  percent  of  the  2  percent  tax  on 
automobiles  and  light  trucks  (section  61-3-509,  MCA).  County  treasurers  forward  the  fees  to  the  state  treasurer,  who  credits 
the  amounts  to  the  state  general  fund  for  district  court  expenses  as  provided  in  section  3-5-901,  MCA.  The  appellate  defender 
program  is  one  of  several  district  court  functions  funded  by  district  court  fees. 

Summary  of  Legislative  Action 

The  legislature  corrected  a  miscalculation  of  longevity  payments,  but  otherwise  accepted  the  present  law  adjustments 
proposed  by  the  executive.  The  legislature  also  approved  the  1.0  FTE  attorney  new  proposal. 
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Agency  Biennium  Budget  Comparison 

Executive 

Budget 
Fiscal  1998 

Legislative 

Budget 
Fiscal  1998 

Appellate  Defender  Commission 

Leg.  -  Exec.         Executive          Legislative 
Difference            Budget               Budget 
Fiscal  1998        Fiscal  1999        Fiscal  1999 

Leg. 
Diffe 
Fisca 

Exec. 

rence 

1999 

Biennium 

Difference 

Fiscal  98-99 

Budget  Item 

Base 

Budget 

Fiscal  1996 

FTE 

2  00 

2.75 

2.75 

3.00 

3.00 

Personal  Services 
Operating  Expenses 
Equipment 

71,596 
29,582 

106.719 

42.781 

4.550 

107.785 

42,781 

4,550 

1.066 

116,794 
43,549 

117,860 
43.549 

1.066 

2.132 

Total  Costs 

$101,178 

$154,050 

$155,116 

$1,066 

$160,343 

$161,409 

$1,066 

$2,132 

General  Fund 

101.178 

154.050 

155,116 

1,066 

160.343 

161.409 

1.066 

2.132 

Total  Funds 

$101,178 

$154,050 

$155,116 

SI, 066 

$160,343 

$161,409 

$1,066 

$2,132 

Executive  Budget  Comparison 

The  legislature  accepted  the  Executive  Budget  with  no  changes,  except  for  correcting  a  miscalculation  of  longevity  payments 
that  had  been  made  in  the  initial  determination  of  present  law  personal  services.  The  correction  added  $1,066  general  fund 
per  fiscal  year. 

Present  Law 


4)  Expert  Witnesses  -  The  legislature  provided 
additional  spending  authority  of  $7,562  each 
year  for  contracted  services  for  the  costs  of 
expert  witnesses  such  as  psychiatrists, 
attorneys,  and  private  investigators.  The  office 
will  be  handling  a  death  penalty  case  during  the 
1999  biennium  that  will  require  more  use  of 
expert  witnesses.  Expenditures  in  the  fiscal 
1996  base  year  were  $2,438,  which  was  below 
the  $4,681  spent  in  fiscal  1995. 

5)  Cost  Allocation-Network  Support  -  The 
legislature  provided  $1,095  each  fiscal  year  for 
the  appellate  defender  commission's  share  of 
the  fixed  costs  of  the  Department  of 
Administration  internal  Network  Support  Unit. 

6)  Longevity   Correction   -    This   addition 
corrects  a  miscalculation  of  longevity  payments 
had  been  correctly  calculated,  these  funds  would 
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Appellate  Defender  Commission 

Present  Law 

Adjustments        | 

Appellate  Defender 

Adjustments 

Adj 

jstments 

Present  L^w  Description 

Fiscal  1998 

Fiscal  1999      | 

Statewide  Present  Law  Adjustments 

4,900 

4.900 

01                  Personal  Services 

D2                  Inflation  /  Deflation 

327 

263 

03                  Fixed  Costs 

1,604 

1,704 

Total  Statewide  Adjustments 

$6,831 

$6,867 

Signincant  Present  Law  Adjustments 

7.562 

7,562 

04      91001    Expert  Witnesses 

05      91002    Cost  Allocation  Network  Support 

1,095 

1,095 

06      91666    Longevity  Correction 

1.066 

1,066 

Total  SignificaiU  PL  Adjustments 

$9,723 

$9,723 

Other  Base  Adjustments 

($188) 
$16,366 

($188) 
$16,402 

Grand  Total  Present  Law  Adjustments 

in  the  initial  determination  of  present  law  personal  services.  If  longevity 
have  been  included  in  the  "statewide  adjustments"  above. 
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^gislative  Budget  New  Proposals 

Fiscal  1998 

Appellate 

Defender 

Fiscal  1999 

New  Proposal  Description 

FTE 

Ijeneral 
Fund 

aher 
Funds 

Total 
Funds 

FTE 

Ueneral 
Fund 

Other 
Funds 

I'otal 
Funds 

01      Atlomey 

Total  For  New  Proposals 

0.75 
0.75 

37,572 
$37,572 

37,572 
$37,572 

1.00 
1.00 

43,829 
$43,829 

43,829 
$43,829 

New  Proposals 

1)  Attorney  -  The  legislature  provided  funding  for  a  new  staff  attorney  position  and  associated  costs  (0.75  FTE  in  fiscal 
1998,  increasing  to  1 .00  FTE  in  fiscal  1999)  to  alleviate  the  backlog  of  cases  and  assume  responsibility  for  additional  cases. 
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I 


Agency  Proposed  Budgel 


Budget  Item 


Base  PL  Base 

Budget  Adjustment 

Fiscal  1996        Fiscal  1998 


FTE 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Costs 

Non-Expendable  Trust 

Total  Funds 


19.50 

600.392 

632,525 

20,303 


Public  Employees  Retirement  Board 


New  Total  PL  Base  New 

Proposals         Leg.  Budget       Adjustment  Proposals 

Fiscal  1998        Fiscal  1998        Fiscal  1999        Fiscal  1999 


Total  Total 

Leg.  Budget       Leg.  Budget 
Fiscal  1999       Fiscal  98-99 


(19.50) 

(600,392) 

(632,525) 

(20,303) 


$1,253,220      ($1,253,220) 

1,253,220         (1,253.220) 

$1,253,220       ($1,253,220) 


(19.50) 

(600,392) 

(632,525) 

(20.303) 

($1,253,220) 

(1.253.220) 

($1,253,220) 


Agency  Description 

The  Public  Employees'  Retirement  Division  (PERD),  of  the  Department  of  Administration  administers  most  of  the  state 
employee  retirement  systems  including  Public  Employees',  Game  Wardens',  Highway  Patrol,  Judges',  Sheriffs',  Municipal 
Police  Officers',  Firefighters'  Unified  Retirement  Systems  and  the  Volunteer  Firefighters'  retirement  systems  under  authority 
granted  by  Title  19,  Chapters  3,  5,  6,  7,  8,  9,  13,  17  and  18,  MCA.  The  Division  also  administers  the  Federal-State  Social 
Security  Agreement  as  defined  in  Title  II,  Section  218  of  the  Social  Security  Act  and  Title  19,  Chapter  I,  MCA.  The 
administration  and  operation  of  the  retirement  systems  are  governed  by  rules  adopted  by  the  Public  Employees'  Retirement 
Board  as  specified  by  section  2-15-1009,  MCA.  Board  members,  appointed  by  the  Governor  for  five-year  terms,  include 
three  public  employees  active  in  the  retirement  system,  one  retired  employee,  and  two  members  at  large. 

Funding 

Funding  for  the  administrative  costs  of  the  Public  Employees'  Retirement  Division  comes  proportionately  from  the 
investment  earnings  of  each  of  the  eight  retirement  systems  administered  by  the  division. 

Recent  constitutional  changes  place  any  further  funding  with  the  Public  Employees  Retirement  Board  rather  than  the 
legislature.  HB  169,  passed  by  the  legislature  and  approved  by  the  Governor,  implements  this  change  and  mandates  that  the 
administrative  expenses  of  the  state  retirement  systems  not  exceed  1 .5  percent  of  retirement  benefits  paid.  In  the  future,  the 
legislature  will  no  longer  appropriate  retirement  system  funds. 

Summary  of  Legislative  Action 

The  legislature  moved  funding  for  the  division  off  budget  by  passing  HB  169,  which  removed  pension  funds  from  legislative 
appropriation.  This  removed  19.50  FTE  per  year  and  pension  trust  funds  in  amounts  of  $1,389,425  in  fiscal  1998  and 
$1,317,299  in  fiscal  1999  from  the  legislative  budget. 

Prior  to  passage  of  HB  169,  the  legislature  had  accepted  present  law  adjustments  of  $123,705  in  fiscal  1998  and  $51,579  in 
fiscal  1999  as  well  as  granting  a  biennial  appropriation  of  $12,500  per  fiscal  year  for  an  asset  liability  study. 
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Public  Employees'  Retirement  Board 


Summary 


Other  Legislation 

House  Bill  169    -  This  bill  removed  pension  trust  funds  from  legislative  appropriation  and  took  funding  the  Public 
Employees'  Retirement  Board  off  budget. 


5104   00 

Agency  Biennium  Budget  Companson 

Executive 

Budget 
Fiscal  1998 

Legislative 

Budget 
Fiscal  1998 

Public  Employees  Retirement  Board 

Leg. -Exec.         Executive         Legislative        Leg.  -  Exec. 
Difference            Budget               Budget            Difference 
Fiscal  1998        Fiscal  1999        Fiscal  1999        Fiscal  1999 

Biennium 

Difference 

Fiscal  98-99 

Budget  Item 

Base 

Budget 

Fiscal  1996 

FTE 

19.50 

19.50 

(19.50) 

19.50 

(19.50) 

(19.50 

Personal  Services 
Operating  Expenses 
Equipment 

600,392 

632,525 

20,303 

638,639 

710,809 

39,643 

(638,639) 

(710,809) 

(39,643) 

640,983 

640,522 

35,460 

(640,983) 

(640,522) 

(35,460) 

(1,279,622 

(1,351.331 

(75,103 

Total  Costs 

$1,253,220 

$1,389,091 

($1,389,091) 

$1,316,965 

($1,316,965) 

($2,706,056 

Non-Expendable  Trust 

1,253,220 

1,389,091 

(1.389,091) 

1,316,965 

(1,316,965) 

(2,706,056 

Total  Funds 

$1,253,220 

$1,389,091 

($1,389,091) 

$1,316,965 

($1,316,965) 

($2,706,056 

Executive  Budget  Comparison 

Because  HB  169  took  funding  for  this  agency 
off  budget,  there  is  no  legislative  budget. 

Present  Law 

The  legislature  moved  funding  for  PERS  off 
budget.  The  present  law  adjustments  shown  in 
the  table  reflect  this  action.  House  Bill  2 
contains  no  appropriation  for  PERS. 

Language 

"The  appropriation  for  the  asset/liability  study 
is  a  one-time-only  biennial  appropriation." 
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Public  Employees  Retirement  Board 
Public  Employees  Retirement  Division 

Present  Law  Description 

Present  Law 

Adjustments 
Fiscal  1998 

Adjustments 

Adjustments 
Fiscal  1999 

Statewide  Present  Law  Adjustments 

(600,392) 

0 

(91,897) 

($692,289) 

$0 

($560,931) 

($1,253,220) 

(600,392) 

0 

(91,897) 

($692,289) 

$0 

($560,931) 

($1,253,220) 

01  Personal  Services 

02  Inflation  /  Deflation 

03  Fixed  Costs 

Total  Statewide  Adjustments 
Significant  Present  Law  Adjustments 

Total  Significant  PL  Adjustments 
Other  Base  Adjustments 

Grand  Total  Present  Law  Adjustments 

Because  the  legislature  took  funding  for  PERS  off  budget,  the  language  no  longer  has  any  meaning. 
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Teachers  Retirement  Board 

Agency  Proposed  Budget 

Base 

Budget 

Fiscal  1996 

PL  Base 
Adjustment 
Fiscal  1998 

New 

Proposals 

Fiscal  1998 

Total 
Leg.  Budget 
Fiscal  1998 

PL  Base 
Adjustment 
Fiscal  1999 

New 

Proposals 

Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  98-99 

Budget  Item 

FTE 

11.00 

(11.00) 

(11.00) 

Personal  Services 
Operating  Expenses 
Equipment 
Debt  Service 

332,708 

270,112 

14,896 

61,105 

(332,708) 

(270,112) 

(14,896) 

(61,105) 

(332.708) 

(270.112) 

(14,896) 

(61.105) 

Total  Costs 

$678,821 

($678,821) 

($678,821) 

Non-Expendable  Trust 

678.821 

(678.821) 

(678.821) 

Total  Funds 

$678,821 

($678,821) 

($678,821) 

Agency  Description 

The  Teachers'  Retirement  Board,  which  consists  of  the  Superintendent  of  Public  Instruction  and  five  members  appointed  by 
the  Governor,  is  responsible  for  the  administration  of  the  teachers'  retirement  system  (TRS).  To  assist  in  fulfilling  its  duties, 
the  board  employs  a  full-time  staff.  The  TRS  administers  retirement,  disability,  and  survivor  benefits  for  all  Montana 
teachers  and  their  beneficiaries,  under  authority  granted  by  Title  19,  Chapter  20,  MCA. 

Funding 

Funding  for  the  division  is  from  investment  earnings  of  the  Teachers'  Retirement  System. 

Recent  constitutional  changes  place  funding  authority  for  TRS  with  the  Teachers'  Retirement  Board,  rather  than  the 
legislature.  HB  169,  passed  by  the  legislature  and  approved  by  the  Governor,  implements  this  change  and  mandates  that  the 
administrative  expenses  of  the  state  retirement  systems  not  exceed  1.5  percent  of  retirement  benefits  paid.  In  the  future,  the 
legislature  will  no  longer  appropriate  retirement  system  funds. 

Summary  of  Legislative  Action 

The  legislature  moved  funding  for  TRS  off  budget  by  passing  HB  169,  which  removed  pension  funds  from  legislative 
appropriation.  This  removed  1 1 .75  FTE  in  fiscal  1998  and  12.0  FTE  in  fiscal  1999  and  pension  trust  funds  in  amounts  of 
$994,996  in  fiscal  1998  and  $779,861  in  fiscal  1999  from  the  budget. 

Prior  to  passage  of  HB  169,  the  legislature  had  accepted  present  law  adjustments  of  $91,243  in  fiscal  1998  and  $48,838  in 
fiscal  1999  and  new  proposals  of  $224,932  in  fiscal  1998  and  $52,202  in  fiscal  1999,  including  $191,000  in  fiscal  1998  for 
purchase  of  imaging  equipment. 

Other  Legislation 

House  Bill  169  -  This  bill  removed  pension  trust  funds  from  legislative  appropriation  and  took  funding  the  Teachers' 
Retirement  System  "off  budget,"  while  requiring  that  administrative  expenses  not  exceed  1,5  percent  of  benefits  paid. 
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S105   00 

Teachers  Retirement  Board 

Agency  Biennium  Budget  Comparison 

Executive 

Leg 

slative 

Leg.  -  Exec. 

Executive 

Legislative 

Leg.  -  Exec. 

Biennium 

Base 

Budget 

Budget 

Budget 

Difference 

Budget 

Budget 

Difference 

Difference 

Budget  Item 

Fiscal  1996 

Fiscal  1998 

Fiscal  1998 

Fiscal  1998 

Fiscal  1999 

Fiscal  1999 

Fiscal  1999 

Fiscal  98-99 

FTE 

11.00 

11.75 

(11.75) 

12.00 

(12.00) 

(11.75 

Personal  Services 

332.708 

382,961 

(382,961) 

391,358 

(391,358) 

(774,319 

Operating  Expenses 

270,112 

349,077 

(349,077) 

297,375 

(297,375) 

(646,452 

Equipment 

14,896 

200,970 

(200,970) 

29,140 

(29,140) 

(230,110 

Debt  Service 

61,105 

61,105 

(61,105) 

61,105 

(61,105) 

(122,210 

Total  Costs 

$678,821 

$994,113 

($994,113) 

$778,978 

($778,978) 

($1,773,091 

Non-Expendable  Trust 

678,821 

994.113 

(994,113) 

778,978 

(778,978) 

(1,773,091 

Total  Funds 

$678,821 

$994,113 

($994,113) 

$778,978 

($778,978) 

($1,773,091 

Executive  Budget  Comparison 

Because  HB  169  took  funding  for  this  agency  off  budget,  there  is  no  legislative  budget. 


Present  Law 

The  legislature  moved  funding  for  the  Teachers' 
Retirement  System  off  budget.  The  present  law 
adjustments  shown  in  the  table  reflect  this 
action.  House  Bill  2  contains  no  appropriation 
for  TRS. 

Language 

"The  appropriation  for  the  asset/liability 
software  is  a  one-time-only  appropriation." 

Because  the  legislature  took  funding  for  TRS 
off  budget,  the  language  has  no  meaning. 


610S   01 

Teachers  Retirement  Board 
Teachers  Retirement  Program 

Present  Law 

Adjustments 

Present  Law  Description 

Adjustments 
Fiscal  1998 

Adjustments 
Fiscal  1999 

Statewide  Present  Law  Adjustments 

(332,708) 

0 

(49,648) 

(332,708) 

0 

(49,648) 

01  Personal  Services 

02  Inflation  /  Deflation 

03  Fixed  Costs 

Total  Statewide  Adjustments 

($382,356) 

($382,356) 

Significant  Present  Law  Adjustments 

$0 

$0 

Total  Significant  PL  Adjustments 

Other  Base  Adjustments 

($296,465) 
($678,821) 

($296,465) 
($678,821) 

Grand  Total  Present  Law  Adjustments 

Teachers'  Retirement  Board 
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HEALTH 

AND 

HUMAN  SERVICES 

Section  B 


JOINT  SUBCOMMITTEES  OF  HOUSE  APPROPRIATIONS 
AND  SENATE  FINANCE  AND  CLAIMS  COMMITTEES 


Agency 

Public  Health  &  Human  Services 

Committee  Members 

tlouss  Senate 

Representative  Betty  Lou  Kasten  (Chair)  Senator  Chuck  Swysgood  (Vice-Chair) 

Representative  Beverly  Bamhart  Senator  Jim  Burnett 

Representative  John  Cobb  Senator  Mignon  Waterman 


-Fiscal  Division  Staff- 


Joanne  Chance 
Pam  Joehler 


I 


6901  00 

Department  or  Public  Health  &  Human 

Services 

Agency  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget 

Adjustment 

Proposals 

Leg.  Budget 

Adjustment 

Proposals 

Leg.  Budget 

Leg.  Budget 

Budget  Item 

Fiscal  1996 

Fiscal  1998 

Fiscal  1998 

Fiscal  1998 

Fiscal  1999 

Fiscal  1999 

Fiscal  1999 

Fiscal  98-99 

FTE 

2.795.91 

(24.80) 

25.70 

2,796.81 

(24.80) 

40.60 

2,811.71 

2,796.81 

Personal  Sen/ices 

89,641,445 

1,965,027 

794,514 

92,400,986 

2,227,408 

1,256,215 

93,125,068 

185,526,054 

Operating  Expenses 

58.153.384 

69,267,656 

6,184,096 

133,605.136 

70,863,612 

3,028,457 

132.045,453 

265,650,589 

Equipment 

1,524.406 

(481,137) 

82,478 

1,125,747 

(843,821) 

107,094 

787.679 

1,913,426 

Grants 

36.242.543 

(6,970,718) 

503,392 

29,775,217 

(5.876.638) 

503,392 

30,869,297 

60.644,514 

Benefits  and  Claims 

483,921,835 

(12,219,445) 

16.909,139 

488,611.529 

1,230,116 

23,352,179 

508,504,130 

997,115,659 

Transfers 

221,663 

(11.526) 

210.137 

(11,526) 

210,137 

420,274 

Debt  Service 

301,888 

37,159 

339.047 

2.202 

304,090 

643.137 

Total  Costs 

$670,007,164 

$51,587,016 

$24,473,619 

$746,067,799 

$67,591,353 

$28,247,337 

$765,845,854 

$1,511,913,653 

General  Fund 

215,083,297 

1,111,501 

5,882,229 

222,077,027 

1,030,825 

8,143,802 

224,257,924 

446,334,951 

State/Other  Special 

28,305,776 

20,594,780 

(437,675) 

48.462,881 

21,062,652 

(255,236) 

49,113,192 

97,576,073 

Federal  Special 

426,618.091 

29,880,736 

19,029,065 

475,527,893 

45,497,877 

20,358,531 

492,474,499 

968,002,392 

Proprietary 

240 

240 

240 

Total  Funds 

$670,007,164 

$51,587,017 

$24,473,619 

$746,067,800 

$67,591,354 

$28,247,337 

$765,845,855 

$1,511,913,655 

Agency  Description 

The  Department  of  Public  Health  and  Human  Services  (PHHS)  began  operations  on  July  1,  1995,  as  the  result  of  executive 
reorganization  approved  by  the  1995  legislature.  It  is  the  largest  department  in  state  government  and  employs  nearly  3,000 
people  statewide.  Only  23  percent  of  the  staff  are  in  Helena;  the  rest  work  across  Montana  at  local  and  regional  offices,  and 
institutions. 

PHHS  is  responsible  for  a  wide  spectrum  of  services  and  projects,  including:  welfare  reform  -  Families  Achieving 
Independence  in  Montana  (FAIM),  Medicaid,  mental  health  managed  care,  foster  care  and  adoption,  nursing  home  licensing, 
long-term  care,  aging  services,  alcohol  and  drug  abuse  programs,  vocational  rehabilitation,  disability  services,  child  support 
enforcement  activities,  and  public  health  functions  (such  as  communicable  disease  control  and  preservation  of  public  health 
through  chronic  disease  prevention). 

The  department  also  is  responsible  for  all  state  hospitals  and  institutions  except  prisons.  PHHS  facilities  include:  Montana 
State  Hospital,  Warm  Springs;  Montana  Mental  Health  Nursing  Care  Facility,  Lewistown;  Montana  Chemical  Dependency 
Center,  Butte;  Eastmont  Human  Services  Center,  Glendive;  Eastern  Montana  Veterans  Home,  Glendive;  Montana  Veterans 
Home,  Columbia  Falls;  and  Montana  Developmental  Center,  Boulder, 

Agency  Summary  of  Legislative  Action 

The  1997  legislature  provided  a  $76.1  million  total  funds  increase  from  fiscal  1996  to  fiscal  1998  and  an  additional  $19.8 
million  total  funds  increase  from  fiscal  1998  to  fiscal  1999,  General  fund  increased  $7.0  million  from  fiscal  1996  to  fiscal 
1998  and  an  additional  $2,2  million  from  fiscal  1998  to  fiscal  1999. 

The  legislature  addressed  several  programmatic  and  fiscal  issues  impacting  the  department.  Major  highlights  include: 
•      Implementing  provisions  of  the  federal  welfare  reform  law,  including  changes  in  the  child  support  enforcement  laws  and 
in  the  funding  of  the  welfare  system,  and  addressing  new  worker  participation  requirements; 


Dep£utment  of  Public  Health  &  Human  Services 


B-1 


Summary 


Department  of  Mental  Public  Health  &  Human  Services  Summary 

•  Fully  implementing  the  mental  health  managed  care  system; 

•  Directing  the  department  to  limit  growth  of  Medicaid  benefits;  and 

•  Addressing  foster  care  caseload  increases. 

Federal  Welfare  Reform 

The  1997  legislature  passed  SB  374  which  implements  the  child  support  enforcement  provisions  of  federal  welfare  reform 
(the  Personal  Responsibility  and  Work  Opportunity  Reconciliation  Act  of  1996).  Major  provisions  include:  1)  instituting 
automated,  mass  case  processing  techniques  for  child  support,  including  a  central  case  registry,  a  centralized  unit  for  tracking 
and  disbursing  child  support  collections,  and  a  directory  of  new  hires;  2)  restructuring  existing  child  support  procedures  to 
enhance  collections;  and  3)  providing  that  administrative  orders  have  ftill  force  and  effect  without  filing  them  with  the  district 
court.  The  act  includes  contingency  termination  dates  and  a  termination  date  for  certain  provisions  as  of  July  1,  1999. 

The  federal  welfare  law  replaced  the  open-ended  former  Aid  to  Families  with  Dependent  Children  entitlement  program  with 
a  capped  block  grant  (Temporary  Assistance  to  Needy  Families  or  TANF),  eliminated  the  entitlement,  and  set  a  five  year  time 
limit  on  receiving  benefits  funded  by  the  block  grant.  In  addition,  the  traditional  state  and  federal  fund  matching  concept 
was  replaced  with  a  minimum  maintenance  of  fiscal  effort  requirement  for  the  state  to  meet  in  order  to  receive  the  block 
grant. 

The  federal  welfare  law  also  requires  states  to  achieve  minimum  worker  participation  rates  within  specific  time  frames  or 
suffer  financial  penalty.  The  legislature  authorized  $5,325,600  from  the  TANF  block  grant  to  be  used  in  the  1999  biennium 
to  develop  job  training  and  support  services  to  facilitate  the  move  from  welfare  to  work. 

Mental  Health  Managed  Care 

Although  the  1995  legislature  authorized  the  adoption  of  a  managed  care  system  for  the  state's  publicly  funded  mental  health 
services,  the  conversion  to  managed  care  did  not  take  place  until  April  1,  1997.  The  1999  biennial  budget  reflects  the  full 
implementation  of  the  mental  health  managed  care  system. 

Federal  Medicaid  and  matching  state  funds,  a  total  of  $99.5  million  for  the  1999  biennium,  were  consolidated  in  the  Addictive 
and  Mental  Disorders  Division  to  fund  the  Medicaid  pool  portion  of  the  contract.  The  fixed  pool  portion  of  the  contract, 
totaling  $50.5  million  for  the  1999  biennium  and  composed  of  general  fund  except  for  $1.7  million,  was  also  consolidated 
in  the  Addictive  and  Mental  Disorders  Division.  A  complete  discussion  is  included  in  Addictive  and  Mental  Disorders 
Division  narrative. 

Medicaid  Benefits 

Medicaid  is  a  federal  program  which  provides  medical  assistance  for  certain  individuals  and  families  with  low  income  and 
resources.  Medicaid  is  jointly  funded  between  the  federal  and  state  governments.  As  an  entitlement  program,  there  is  no 
limit  or  cap  on  federal  outlays  for  the  Medicaid  program;  the  federal  government  matches  whatever  the  state  spends  on  its 
Medicaid  program.  Therefore,  in  Montana,  a  limiting  factor  on  Medicaid  services  is  the  level  of  state  funds  allocated  (and 
eventually  expended)  for  that  purpose. 

The  legislature  allocated  approximately  $236  million  of  state  funds  (comprised  of  $218  million  general  fund  and  $17  million 
state  special  revenue)  in  the  1999  biennium  for  Medicaid  medical  benefits,  an  approximate  7.5  percent  increase  from  the  1997 
biennium.  The  state  funds  will  be  matched  with  approximately  $602  million  of  federal  Medicaid  funds  at  the  prevailing 
Federal  Medical  Assistance  Percentage  (FMAP)  rate.  The  FMAP  percentage  is  determined  annually  by  a  formula  that 
compares  Montana's  average  per  capita  income  with  the  national  average.  As  Montana's  average  per  capita  income  improves 
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relative  to  the  national  average,  the  FMAP  rate  decreases.  Conversely,  as  Montana's  average  per  capita  income  declines 
relative  to  the  national  average,  the  FMAP  rate  increases.  In  state  fiscal  year  1998,  the  FMAP  rate  will  be  70.17  percent  and 
the  state  share  will  be  29.83  percent.  In  state  fiscal  year  1999,  the  FMAP  rate  is  estimated  to  be  71.12  percent  and  the  state 
share  is  estimated  to  be  28.88  percent. 

In  setting  the  state  funds  allocation  for  Medicaid,  the  legislature  clearly  stated  its  opposition  to  unrestricted  growth  in  the 
Medicaid  program.  The  legislature  added  language  to  HB  2  directing  the  department  to  not  exceed  specific  general  funded 
Medicaid  growth  rates  in  the  1999  biennium  (5.25  percent  in  fiscal  1998  and  3.0  percent  in  fiscal  1999)  and  directed  the 
department  to  implement  section  53-6-101(1 1),  MCA  to  limit,  reduce,  or  otherwise  curtail  the  amount,  scope,  or  duration 
of  medical  services  if  available  funds  run  short.  (Note:  The  Language  section  at  the  end  of  this  agency  narrative  includes 
the  complete  HB  2  language  referenced  here.) 

Table  1  summarizes  the  Medicaid  benefits  in  the  four  divisions,  including  the  Health  Policy  &  Services  Division  (primary 
and  acute  care,  Indian  Health  Service),  Disability  Services  Division,  Senior  &  Long-Term  Care  Division  (nursing  homes, 
community  services,  institutions),  and  Addictive  and  Mental  Disorders  Division  (mental  health  managed  care).  Medicaid 
benefits  in  total  increase  $41.9  million  from  fiscal  1996  to  fiscal  1998  and  an  additional  $18.6  million  from  fiscal  1998  to 
fiscal  1999.  State  funds  do  not  increase  at  the  same  rate  as  federal  funds  because  the  FMAP  rate  is  increasing. 
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lable  1 
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' 

Medicaid  Benefits 

1997  -  1999  Biennial  Comparison 

Fiscal  1996 

Fiscal  1997 

Fiscal  1998 

Fiscal  1999 

1997-1999 

Base  (est) 

Approp. 

HB2 

HB2 

Biennium 

Health  Policy  &  Services  Division 

Primary  Care 

$168,124,821 

$200,364,337 

$158,227,835 

$167,389,396 

Medicaid  Eligible  Educ.  Costs 

$846,905 

$303,290 

$1,064,251 

$1,147,004 

hidian  Health  Service 

$10,984,643 

$11,617,665 

$15,984,643 

$15,984,643 

Medicare  Buy  hi 

$7,919,085 

$9,968,476 

$8,757,216 

$9,405,095 

Other 

$0 

$890,323 

$0 

$0 

Subtotal 

$187,875,454 

$223,144,091 

$184,033,945 

$193,926,138 

-8.04% 

Disability  Services  Division 

$21,331,859 

$24,647,391 

$27,273,790 

$27,636,884 

19.42% 

Senior  &  Long-Term  Care  Division 

Nursing  Homes 

$96,770,833 

$100,922,110 

$97,603,357 

$100,072,628 

Community  Services 

$15,826,482 

incl.w/Pnmary  Care 

$21,519,129 

$23,969,975 

Waiver 

$10,474,254 

$8,549,949 

$12,765,658 

$13,317,010 

histitutions 

$12,843,470 

$14,507,432 

$11,244,779 

$11,991,966 

HCBS  Waiver-Aging 

$0 

$0 

$1,850,907 

$1,850,907 

Other 

$130,004 

$0 

$0 

$0 

Subtotal 

$136,045,043 

$123,979,491 

$144,983,830 

$151,202,486 

13.91% 

Addictive  &  Mental  Disorders  Division 

Mental  Health  Services 

$16,715,573 

$15,569,705 

$0 

$0 

Mental  Health  Managed  Care 

$0 

$0 

$48,683,072 

$50,773,822 

Subtotal 

$16,715,573 

$15,569,705 

$48,683,072 

$50,773,822 

208.06% 

General  Fund  Match/Other  Budgets 

$5,840,447 

$6,290,096 

$4,780,273 

$4,869,628 

-20.45% 

TOTAL  MEDICAID  BENEFITS 
FUNDING 

$367,808,376 

$393,630,774 

$409,754,910 

$428,408,958 

10.08% 

State  Funds 

$108,015,826 

$111,249,811 

$117,011,060 

$118,681,698 

7.49% 

Federal  Funds 

$259,792,550 

$282,380,963 

$292,743,850 

$309,727,260 

11.12% 

TOTAL  FUNDING 

$367,808,376 

$393,630,774 

$409,754,910 

$428,408,958 

10.08% 
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Foster  Care 

The  legislature  was  presented  with  a  request  from  the  department  for  additional  foster  care  funding  beyond  the  level  contained 
in  the  original  Executive  Budget.  Additional  funding  was  ultimately  authorized  for  foster  care  benefits,  an  approximate  $7.4 
million  increase  over  two  years  from  the  base  year  or  about  27  percent.  Because  the  legislature  is  concerned  about  receiving 
adequate  foster  care  cost  and  service  information  in  order  to  evaluate  budget  requests  and  performance,  it  included  language 
in  HB  2  requiring  the  department  to  provide  certain  basic  cost  and  service  information  to  the  Office  of  Budget  and  Program 
Planning,  the  Legislative  Finance  Committee,  and  the  Legislative  Joint  Oversight  Committee  on  Children  and  Families  by 
November  1,  1998.  The  Language  section  in  the  Child  and  Family  Services  Division  contains  the  specific  language. 

Other  Legislation 

House  Bill  66  -  HB  66  establishes  a  child-care  resource,  referral,  and  improvement  grant  program.  PHHS  is  designated  to 
award  the  grants.  Funding  for  the  program  may  include  monies  from  such  sources  as  legislative  appropriations;  private  gifts, 
grants,  and  donations;  and  federal  or  foundation  grants  awarded  to  the  state  for  this  purpose. 

House  Bill  104  -  HB  104  transfers  the  responsibility  for  payment  of  educational  costs  for  a  student  placed  in  an  out-of-state 
treatment  facility  to  the  state  agency  responsible  for  the  placement  decision.  Under  prior  law,  such  education  costs  were  paid 
from  two  revenue  sources:  I)  the  Office  of  Public  Instruction's  (OPI)  general  fund  appropriation  for  special  education  if  the 
student  was  a  student  with  disabilities;  and  2)  the  county  equalization  account  prior  to  remittance  of  county  equalization 
monies  to  the  state  if  the  student  was  a  student  without  disabilities.  Under  HB  104,  the  obligation  for  payment  of  education 
costs  was  transferred  to  the  Department  of  Corrections  and  PHHS.  The  legislature  appropriated  $877,734  for  the  biennium 
to  the  Child  and  Family  Services  Division  for  these  educational  costs.  The  net  fiscal  impact  to  the  general  fund  balance  and 
counties'  budgets  is  zero  due  to  associated  reductions  in  OPI's  budget. 

House  Bill  108  -  This  act  revises  the  certificate  of  need  (CON)  statutes  involving  regulatory  licensing  requirements  for  the 
construction,  alteration,  or  addition  of  certain  health  care  facilities.  The  act  eliminates  the  CON  requirement  for  residential 
treatment  facilities,  medical  assistance  facilities,  mental  health  centers,  major  medical  equipment,  and  inpatient  mental  health 
care  provided  by  hospitals.  The  requirement  for  licensure  of  public  health  centers  is  deleted.  There  was  not  a  fiscal  impact 
upon  PHHS. 

House  Bill  146  -  HB  146  exempts  a  person  placed  as  a  participant  in  a  public  assistance  program  authorized  by  Title  53  into 
a  work  setting  for  the  purpose  of  developing  employment  skills  from  state  wage  and  hour  requirements.  The  act  defines  a 
person  placed  as  a  participant  in  a  public  assistance  program  authorized  under  Title  53  into  a  work  setting  as  an  employee 
for  workers'  compensation  purposes  only  and  requires  workers'  compensation  coverage.  It  allows  PHHS  to  reimburse  private 
and  local  governmental  employers  for  the  costs  of  workers'  compensation  coverage.  The  estimated  cost  of  the  workers' 
compensation  premiums  for  these  workers  participating  in  the  work  requirements  under  the  TANF/FAIM  program  is  $2.71 
million  for  the  biennium,  and  would  be  funded  with  federal  TANF  block  grant  monies.  There  is  an  estimated  $1.7  million 
of  unallocated  TANF  block  grant  funds  remaining  after  HB  2  appropriations  are  satisfied,  leaving  a  potential  $1.0  million 
shortfall. 

House  Bill  276  -  HB  276  relates  to  paternity  proceedings  in  the  area  of  child  support  enforcement  of  Title  IV-D  (welfare) 
cases.  The  act  requires  that  when  the  Child  Support  Enforcement  Division  (CSED)  receives  a  written  claim  from  a  child's 
mother  that  names  a  person  as  the  alleged  natural  father  of  a  child,  the  CSED  shall  promptly  take  reasonable  steps  to  locate 
and  notify  the  alleged  father  of  the  existence  of  the  claim.  The  fiscal  note  for  this  bill  indicated  that  there  would  not  be  a 
fiscal  impact  to  the  state. 
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House  Bill  298  -  HB  298  extends  the  duties  and  functions  of  the  Montana  Health  Care  Advisory  Council  until  June  30,  2001 
and  provides  $100,000  of  federal  and  state  special  revenue  for  the  biennium  to  fund  the  council.  See  the  Director's  Office 
section  for  additional  information. 

House  Bill  371-  HB  371  is  an  act  replacing  the  Aid  to  Families  with  Dependent  Children  Program  with  the  Families 
Achieving  Independence  in  Montana  (FAIM)  Financial  Assistance  Program.  HB  371  was  necessitated  by  federal  legislation 
establishing  the  Temporary  Assistance  to  Needy  Families  (TANF)  federal  welfare  reform  block  grant.  The  act  provides  that 
FAIM  is  not  an  entitlement  program  and  provides  a  maximum  of  24  months  for  receipt  of  cash  assistance  for  single-parent 
and  two-parent  families,  subject  to  a  60-month  limitation  on  all  benefits  with  some  exceptions.  The  act  also  removes  the 
entitlement  on  child  care  benefits,  the  "automatic"  categorical  eligibility  for  food  stamp  benefits  and  low-income  energy 
assistance,  and  the  child  support  pass-through  payment  of  up  to  $50  a  month  to  custodial  parents  participating  in  the  FAIM 
program. 

House  Bill  399  -  HB  399  transfers  the  duties  and  responsibilities  for  certifying  chemical  dependency  counselors  from  PHHS 
to  the  Department  of  Commerce.  The  legislature  transferred  $98,037  earmarked  alcohol  tax  and  1.0  FTE  for  the  biennium 
from  the  Addictive  and  Mental  Disorders  Division  of  PHHS  to  the  Department  of  Commerce. 

House  Bill  538  -  HB  538  creates  a  pilot  project  for  the  use  of  Medical  Savings  Accounts  (MSA)  in  conjunction  with  the 
Montana  Medicaid  program.  The  act  provides  for  the  design  and  administration  of  the  project  by  PHHS.  The  pilot  project 
is  3.5  years  in  duration,  and  an  evaluation  of  the  project  will  be  provided  in  a  report.  An  appropriation  of  $50,000  of  general 
fund  and  $50,000  of  federal  funds  for  fiscal  1998  and  $2,101  of  general  fund  and  a  reduction  of  $13,107  of  federal  funds  for 
fiscal  1999  was  made  by  the  legislature  to  the  Health  Policy  and  Services  Division.  The  additional  funds  will  be  used  to:  1) 
design  the  project  and  develop  the  needed  waiver  from  federal  requirements  ;  and  2)  evaluate  the  risk  associated  with  the 
required  high-deductible  health  care  coverage  that  would  go  into  effect  for  each  participant  after  the  MSA  is  exhausted. 
Medicaid  benefits  savings  are  anticipated  to  commence  in  fiscal  1999,  which  results  in  the  $13,107  reduction  in  federal  funds. 

Senate  Joint  Resolution  16  -  SJR  16  requests  that  PHHS  study  the  need  for  and  method  of  providing  a  program  for  the 
voluntary  registration  or  certification  of  home  companions.  A  home  companion  is  an  individual  who  provides  services  such 
as  help  with  activities  of  daily  living,  respite  care,  or  companionship.  A  report  to  the  56th  Legislature  is  required. 

Senate  Bill  14  -  SB  14  transfers  mammography  and  x-ray  equipment  inspection  and  certification  ftinctions  to  the  department 
from  the  Department  of  Environmental  Quality.  Two  FTE  and  related  funding  were  transferred  to  the  Quality  Assurance 
Division  for  this  purpose.  Corresponding  reductions  were  made  in  the  Department  of  Environmental  Quality. 

Senate  Bill  69  -  SB  69  is  an  act  authorizing  the  creation  of  long-term  care  insurance  partnerships  between  individuals,  private 
health  insurers,  the  Commissioner  of  Insurance,  and  PHHS.  The  act:  1 )  authorizes  the  department  and  the  Commissioner 
of  Insurance  to  adopt  standards  for  certifying  certain  long-term  care  insurance  policies;  and  2)  allows  certain  assets  of  an 
individual  who  purchases  a  certified  long-term  care  insurance  policy  or  certificate  to  be  disregarded  by  the  department  in 
determining  eligibilify  for  Medicaid  benefits. 

PHHS  has  two  eligibility-related  options  for  implementing  this  bill.  One  option  will  have  no  fiscal  impact,  and  the  second 
option  will  not  have  a  fiscal  impact  in  the  1999  biennium  but  will  have  a  long-range  impact  of  $2.6  million  for  the  2001 
biennium  (according  to  the  attached  fiscal  note).  The  statement  of  intent  contained  in  the  bill  notes,  "In  adopting  rules 
[implementing  the  bill],  the  [insurance]  commissioner  and  the  department  [PHHS]  shall  take  into  consideration  the  goal  of 
reducing  expenditures  for  long-term  care  by  the  Montana  medicaid  program". 
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Senate  Bill  92  -  SB  92  revises  the  composition  and  duties  of  the  Interagency  Coordinating  Council  for  State  Prevention 
Programs.  Additional  duties  include  the  preparation  of  a  unified  prevention  budget  and  the  development,  maintenance,  and 
implementation  of  benchmarks  for  prevention  programs.  No  fiscal  impact  is  associated  with  this  act. 

Senate  Bill  114  -  SB  114  revises  the  laws  relating  to  liability  for  a  resident's  cost  of  care  in  a  state  institution.  Factors  to  be 
considered  by  PHHS  in  determining  ability  to  pay  are  specified  in  this  bill.  The  fiscal  impact  of  this  legislation  is  assumed 
to  be  revenue  neutral  based  on  the  budgetary  assumptions  adopted  in  HJR  2. 

Senate  Bill  298  -  SB  298  revises  the  advisory  councils  associated  with  PHHS  and  eliminates  the  following  advisory  councils: 
State  Advisory  Council  on  Food  and  Nutrition,  Montana  Initiative  for  the  Abatement  of  Mortality  in  Infants,  Emergency 
Medical  Services,  State  and  Local  Family  Services,  Statewide  Health  Coordinating  Council,  Child-Care  Advisory,  Regional 
Advisory  Councils  for  Developmental  Disabilities,  and  the  Advisory  Council  on  Emotionally  Disturbed  Children. 

Senate  Bill  338  -  SB  338  is  an  act  that  requires  licensure  of  certain  guest  ranches  and  outfitting  and  guide  facilities  by  PHHS. 
The  act  provides  definitions,  requires  the  department  to  adopt  rules,  requires  negotiated  rule-making,  provides  an  opportunity 
for  correction  of  certain  licencing  violations,  and  provides  effective  dates.  The  act  also  deregulates  food  service  in  certain 
establishments  that  serve  food  only  to  registered  guests.  The  act  does  not  provide  for  a  licensing  fee,  and  no  additional  funds 
were  appropriated. 

Senate  Bill  365  -  SB  365  provides  for  the  regulation  of  health  insurance  carriers  who  offer  managed  care  plans.  The  act 
provides  for  state  network  adequacy  and  quality  assurance  standards.  The  department  is  responsible  for  developing  quality 
assurance  standards.  The  legislature  did  not  allocate  additional  resources  for  this  legislation.  The  effective  date  was  delayed 
on  several  sections  to  reduce  the  fiscal  impact  on  the  department. 

Senate  Bill  374  -  SB  374  implements  the  child  support  enforcement  provisions  of  federal  welfare  reform  (the  Personal 
Responsibility  and  Work  Opportunity  Reconciliation  Act  of  1996).  Provisions  include:  1)  instituting  automated,  mass  case 
processing  techniques  for  child  support,  including  a  central  case  registry,  a  centralized  unit  for  tracking  and  disbursing  child 
support  collections,  and  a  directory  of  new  hires;  2)  restructuring  existing  child  support  procedures  to  enhance  collections; 
3)  providing  that  administrative  orders  have  full  force  and  effect  without  filing  them  with  the  district  court;  4)  revising 
administrative  registration  procedures;  5)  generally  revising  the  uniform  interstate  family  support  act  to  make  changes 
required  by  the  federal  act;  and  6)  amending  other  sections.  The  act  includes  contingency  termination  dates  and  a  termination 
date  for  certain  provisions  as  of  July  1,  1999.  See  the  Child  Support  Enforcement  Division's  (CSED)  program  sections, 
entitled  Summary  of  Legislative  Action  and  New  Proposals,  for  additional  information. 
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Agency  Biennium  Budget  Comparison 

Executive 

Legislative 

Leg.  -  Exec. 

Executive 

Legislative 

Leg.  -  Exec. 

Biennium 

Base 

Budget 

Budget 

Budget 

Difference 

Budget 

Budget 

Difference 

Difference 

Budget  Item 

Fiscal  1996 

Fiscal  1998 

Fiscal  1998 

Fiscal  1998 

Fiscal  1999 

Fiscal  1999 

Fiscal  1999 

Fiscal  98-99 

FTE 

2,795.91 

2,778.57 

2,796.81 

18.24 

2.796.90 

2.811.71 

14.81 

18.24 

Personal  Services 

89,641.445 

91,852,636 

92,400,986 

548,350 

92,680.800 

93,125,068 

444,268 

992,618 

Operating  Expenses 

58,153,384 

112,656,602 

133,605.136 

20,948,534 

112,821,878 

132,045,453 

19.223.575 

40,172,109 

Equipment 

1,524,406 

1,220,769 

1.125,747 

(95,022) 

756,585 

787,679 

31.094 

(63,928 

Grants 

36,242,543 

29.666.300 

29,775,217 

108,917 

30,765,337 

30.869,297 

103.960 

212,877 

Benefits  and  Claims 

483,921,835 

521.025.753 

488,611,529 

(32,414,224) 

546,902.749 

508,504,130 

(38.398,619) 

(70,812,843 

Transfers 

221,663 

210.137 

210,137 

210,137 

210,137 

Debt  Service 

301.888 

339,047 

339.047 

304,090 

304.090 

Total  Costs 

$670,007,164 

$756,971,244 

$746,067,799 

($10,903,445)  $784,441,576 

$765,845,854 

($18,595,722) 

($29,499,167 

General  Fund 

215.083.297 

231,738,981 

222,077,027 

(9,661.954) 

235.925,163 

224,257.924 

(11.667.239) 

(21,329.194 

State/Other  Special 

28.305.776 

49,351,881 

48,462,881 

(889,001) 

49.586.802 

49,113.192 

(473,610) 

(1.362,610 

Federal  Special 

426,618.091 

475.880.381 

475,527.893 

(352,489) 

498,929.611 

492.474.499 

(6,455,112) 

(6,807,601 

Proprietary 

240 

240 

240 

Total  Funds 

$670,007,164 

$756,971,244 

$746,067,800 

($10,903,444)  $784,441,576 

$765,845,855 

($18,595,721) 

($29,499,165 

Comparison  to  Executive  Budget 

Total  1999  biennium  reductions  from  the  executive  recommendation  equal  $21.3  million  of  general  fund,  $1.4  million  of 
state  special  revenue,  and  $6.8  million  of  federal  funds,  for  a  total  fund  reduction  of  $29.5  million,  1 .9  percent  less  than  the 
Executive  Budget.  Major  budgetary  changes  from  the  executive  are  summarized  in  the  narrative  below  and  in  Table  2. 

Major  Decreases  from  the  Executive  Budget 

Medicaid  Projection  Reduction 

As  noted  in  the  Agency  Summary  of  Legislative  Action  narrative,  the  legislature  imposed  a  limit  on  expenditure  growth  in 
the  Medicaid  program  of  5.25  percent  in  fiscal  1998  and  3.0  percent  in  fiscal  1999.  Following  legislative  action  imposing 
this  growth  limit,  the  department  presented  its  revised  Medicaid  benefits  expenditure  projections.  The  revised  projections, 
which  were  consistent  with  the  legislative  growth  limits,  resulted  in  an  overall  biennial  decrease  of  $23.3  million  from  the 
original  Executive  Budget.  With  minor  exceptions,  the  legislature  adopted  the  executive's  revised  estimate. 

Mental  Health  Managed  Care  Reductions 

Two  areas  within  the  Executive  Budget's  proposal  for  mental  health  managed  care  were  reduced:  1)  a  total  of  $7.6  million 
general  fund  was  reduced  from  the  fixed  pool  portion  of  the  managed  care  contract  due  to  certain  costs  being  counted  twice 
in  the  Executive  Budget;  and  2)  a  total  of  $3.1  million  earmarked  for  provider  rate  increases  was  reduced  from  the  Medicaid 
pool  portion  of  the  managed  care  contract  because  the  proposed  capitated  rates  already  included  1 .5  percent  provider  rate 
increases. 
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TANF  block  grant/reduce  state  MOE 

The  legislature  reduced  the  state's  maintenance  of  fiscal  effort  for  the  TANF  block  grant  to  approximately  83  percent  each 
year  of  the  biennium.  This  resulted  in  a  biennial  reduction  of  $6.1  million  from  the  original  Executive  Budget,  which 
contained  funding  of  approximately  100  percent. 

Across-the-Board  Reductions 

The  legislature  imposed  a  biennial  $4.0  million  general  fund  across-the-board  operating  expense  reduction  in  this  department. 
Language  in  HB  2  prohibits  the  department  from  allocating  any  portion  of  the  reduction  to  the  Child  and  Family  Services 
Division,  the  Senior  and  Long-Term  Care  Division,  or  the  Disability  Services  Division. 

Computer  Proposals  Withdrawn 

The  Executive  Budget  contained  $3.1  million  in  the  1999  biennium  ($1.4  million  general  fund)  for  two  computer-related 
proposals:  1)  $1.1  million  was  a  present  law  adjustment  for  a  billing  recovery  issue  with  the  Information  Services  Division 
of  the  Department  of  Administration;  and  2)  $2.0  million  was  a  new  proposal  for  implementing  electronic  benefits  transfer 
services.  Both  of  these  proposals  were  withdrawn  by  the  department  during  budget  hearings. 

Other  Proposals  Rejected  or  Withdrawn 

The  legislature  rejected  several  new  proposals  (in  part  or  in  whole)  contained  in  the  Executive  Budget,  including:  1)  $1 .3 
million  for  expanding  family  preservation  services;  2)  $1 .0  million  for  expanding  adult  protective  services  (a  portion  of  this 
proposal  was  approved);  3)  $2.0  million  for  expanding  home  and  community  based  Medicaid  services  funded  with  lien 
recoveries  (although  the  legislature  authorized  this  on  a  one-time-only  basis  in  language);  4)  targeted  case  management 
reductions  of  $1.3  million  (agency  withdrew  its  request);  and  5)  $0.5  million  for  prevention  of  unintended  pregnancy 
programs. 
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Table  2 

LEGISLATIVE  ACTION  -  DIFFERENCES  FROM  EXECUTIVE  BUDGET* 

DEPARTMENT  OF  PUBLIC  HEALTH  AND  HUMAN  SERVICES 


1999  Biennium 

General  Fund        State  Special Federal         Total  Funds 


Original  Executive  Budget 
Total  Legislative  Action  -  HB  2 
Difference  from  Executive 


$467,664,144        $98,938,683       $974,809,992   $1,541,412,819 

446,334,951  97,576^2        968,002,391      1,511,913,414 

($21 .329.1 93>         r$1  ..362.611^         ($6.807.601  >       ($29,499,405) 


Explanation  of  the  Difference 

Major  Decreases: 
1     Medicaid  Projection  Reduction 
2 1   Mental  Health  Managed  Care- 
remove  double  counting 

3  Rejected  Mental  Health  provider  rate  increase 

4  Reduce  State  MOE/TANF  block  grant 

5  Across-the-board  operating  reductions 

6  Computer  systems  ISD  billing  requests- 

withdrawn  by  agency 

7  Electronic  Benefits  Transfer-withdrawn 

by  agency 

8  Rejected  Family  Preservation  New  Proposal 

9  Rejected  portion  Adult  Protective  Services 

--New  Proposal 

10  Rejected  expansion  of  Home/Community 

waiver  w/lien  funds  New  Proposal 

1 1  Targeted  Case  Management/children-- 

withdrawn  by  agency 

12  Rejected  Prevention  of  Unintended 

Pregnancy  -  New  Proposal 
Subtotal-Major  Decreases 

Major  Increases 

1  FAIM/TANF  caseload/benefits 

2  Additional  TANF  block  grant  funds 

3  Additional  federal  spending  authority  for 

other  federal  grants 

4  Add'l  Foster  Care  Caseload  increases 

5  Correct  base  funding  error 

6  j   Add  Enhanced  Medicaid  Admin  S/TANF 

7  Net  $$  for  legislation  passed  by  97  Legis. 

8  Mental  Health  Mgd  Care-add  GF  match 
I     from  institutions 

Subtotal-Major  Increases 


\   Other  Changes  -  Net 

j  Total  Changes  From  Executive  Budget 


($7,059,576) 

$0 

($16,190,375) 

($23,249,951) 

(7,600,000) 
(1,241,114) 
(6,719,782) 
(4,000,000) 

0 
0 
(280,218) 
0 

0 
(1,811,296) 
880,882 
0 

(7,600,000) 
(3,052,410) 
(6,119,118) 
(4,000,000) 

(356,369) 

(134,476) 

(617,411) 

(1,108,256) 

(1,000,000) 
(1,328,000) 

0 
0 

(1,000,000) 
0 

(2,000,000) 
(1,328,000) 

(752,885) 

0 

(287,125) 

(1,040,010) 

0 

(587,100) 

(1,412,900) 

(2,000,000) 

0 

0 

(1,307,000) 

(1,307,000) 

(500,000) 
($30,557,726) 

Q 

($1,001,794) 

Q 
($21,745,225) 

(500.000) 
($53,304,745) 

$1,157,686 
0 

$0 
0 

$6,139,392 
5,325,600 

$7,297,078 
5,325,600 

0 
3,800,000 
1,491,778 

0 
2,113,801 

0 

581,719 

0 

0 

(585,756) 

2,094,185 

1,460,630 

(1,491,778) 

2.764,134 

743,537 

2,094,185 
5,842,349 
0 
2,764,134 
2,271,582 

2.853.420 
$11,416,685 

Q 

($4,037) 

Q 
$17,035,700 

2.853.420 
$28,448,348 

(2.188.152) 

(356.780) 

(2.098.076) 

(4.643.008) 

($21,329,193^ 

($1.362.6in 

($6.807.60n 

($29,499,405) 

*    NOTE:   EXCLUDES  $240  OF  PROPRIETARY  FUNDS  IN  FISCAL  1999. 
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Major  Increases  to  the  Executive  Budget 

FAIM/TANF  caseload/benefits 

The  Executive  Budget  contained  a  present  law  adjustment  reducing  the  base-year  benefits  expense  for  the  state's  welfare 
program  totaling  $9.9  million  in  the  1999  biennium.  The  legislature  accepted  only  part  of  the  reduction  ($2.6  million  for  the 
1999  biennium)  but  not  the  rest.  This  resulted  in  an  increase  to  the  Executive  Budget  of  $7.3  million. 

Additional  TANF  block  grant  funds 

The  legislature  authorized  an  additional  $5.3  million  federal  TANF  block  grant  funds  that  were  not  reflected  in  the  original 
Executive  Budget.  These  funds  were  earmarked  for  job  training  and  other  support  services. 

Foster  Care  Caseload  Increases 

The  legislature  approved  an  additional  $5.8  million  total  funds  ($3.8  million  general  fund)  for  foster  care  benefit  payments 
not  included  in  the  original  Executive  Budget. 

Other  Federal  Grants 

The  legislature  approved  federal  spending  authority  for  federal  grants  that  are  expected  to  become  available  and  that  were 
not  contained  in  the  original  Executive  Budget.  Included  are:  1)  $0.4  million  for  crisis  nursery  services;  2)  $0.75  million  for 
weatherization  projects;  and  3)  $0.94  million  for  additional  alcohol  block  grant  funds  that  are  used  to  fund  community 
chemical  dependency  prevention  and  treatment  services. 

Base  Funding  Error 

The  legislature  added  $1.5  million  general  fund  to  replace  a  like  amount  of  federal  funds  in  the  Executive  Budget  for  a 
funding  error  recorded  in  the  fiscal  1996  base. 

Enhanced  Medicaid  Administration  Funds 

The  federal  government  announced  one-time,  three-year  grants  available  to  states  to  assist  in  the  additional  Medicaid 
administration  costs  expected  as  a  resuh  of  federal  welfare  reform.  Montana's  allocation  was  $2.8  million.  The  grant 
requires  a  10  percent  state  match;  the  legislature  intends  that  the  state  match  be  made  from  existing  state  funds. 

Additional  Funds  for  Legislation 

A  total  of  $2.3  million  was  added  to  the  budget  for  legislation  passed  by  the  1997  legislature  that  was  not  contained  in  the 
original  Executive  Budget.  Specific  legislation  is  discussed  in  detail  in  the  program  narratives. 

Add  General  Fund  Match  from  Institutions 

The  legislature  approved  the  additional  general  fiind  to  the  mental  health  managed  care  program  that  equals  the  state  match 
for  Medicaid  funds  transferred  from  institutions. 
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Language 

"The  department  may  add  FTE  instead  of  contracting  for  services  if  it  certifies  to  the  Office  of  Budget  and  Program  Planning 
that  FTE  are  more  cost-effective  than  contracting.  FTE  added  through  this  language  may  not  be  included  in  the  2001 
biennium  base  budget." 

"The  department  shall  prepare  a  unified  budget  for  the  interagency  coordinating  council  on  prevention  of  child  abuse  and 
neglect.  The  unified  budget  must  identify  services  funded,  expenditures  by  service  in  fiscal  year  1998,  and  preliminary 
amounts  budgeted  for  the  2001  biennium  by  service  and  fund  type  from  the  department,  Office  of  Public  Instruction,  Board 
of  Crime  Control,  and  Department  of  Labor  and  Industry.  A  preliminary  budget  must  be  presented  to  the  Joint  Oversight 
Committee  on  Children  and  Families,  the  Legislative  Finance  Committee,  and  the  Office  of  Budget  and  Program  Planning 
by  September  1,  1998.  The  unified  budget  must  be  published  in  the  Governor's  budget  request  to  the  56th  legislature." 

"The  current  general  fund  medicaid  growth  rate  is  5. 1 9%  for  fiscal  year  1 998  and  1 .43%  for  fiscal  year  1 999.  The  department 
may  not  go  over  5.25%  for  fiscal  year  1998  and  3.0%  for  fiscal  year  1999  even  if  it  has  the  money  within  its  budget  to  do 
so. 

"If  projected  medicaid  expenditures  exceed  appropriations  in  [this  act]  in  either  year  of  the  biennium,  the  department  shall 
implement  53-6-101(11)  to  determine  priorities  for  the  fiinds  available.  In  determining  those  priorities,  it  is  the  intent  of  the 
legislature  that  the  department  first  review  and  consider  eligibility  criteria  as  a  means  of  reducing  expenditures.  If  further 
reductions  are  necessary,  the  department  shall  then  consider  limiting  or  reducing  services  to  remain  within  the 
appropriations." 

"The  legislature  recommends  that  the  governor,  legislative  committees,  and  related  committees  of  the  department  work 
together  with  the  tribal  governments  of  the  state  to  develop  specific  recommendations  that  will  increase  economic 
development,  income,  and  employment,  which  are  beneficial  to  both  tribal  and  nontribal  individuals.  The  Committee  on 
Indian  Affairs  shall  organize  and  direct  this  statewide  effort  in  consultation  with  the  Office  of  State  Coordinator  of  Indian 
Affairs  and  the  department.  These  recommendations  should  include  methods  to  reduce  the  department's  and  the  Department 
of  Correction's  budgetary  expenditures  as  a  result  of  increased  employment  and  income  and  solutions  to  problems. 
Recommendations  must  be  presented  to  the  next  legislature." 

"It  is  the  intent  of  the  legislature  that  the  $2  million  general  fiind  across-the-board  operating  expense  reduction  each  year  of 
the  1999  biennium  not  come  from  the  Child  and  Family  Services  Division,  the  Senior  and  Long-Term  Care  Division,  or  the 
Disability  Services  Division." 
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Child  &  Family  Services  Division 

Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget 

Adjustment 

Proposals 

Leg.  Budget 

Adjustment 

Proposals 

Leg.  Budget 

Leg.  Budget 

Budget  Item 

Fiscal  1996 

Fiscal  1998 

Fiscal  1998 

Fiscal  1998 

Fiscal  1999 

Fiscal  1999 

Fiscal  1999 

Fiscal  98-99 

FTE 

784.40 

(1.00) 

8.00 

791  40 

(1.00) 

17.00 

800.40 

791.40 

Personal  Services 

25.068,670 

1,046.508 

243,076 

26.358.254 

1.110,668 

521.977 

26.701.315 

53.059.569 

Operating  Expenses 

9.090.969 

(947.175) 

3.464.295 

11.608,089 

(1,503,601) 

486.383 

8.073.751 

19.681.840 

Equipment 

153.517 

(34.117) 

19.500 

138,900 

(62,517) 

91.000 

229,900 

Grants 

10.991.510 

2,707.023 

426,600 

14.125.133 

3,680.478 

426.600 

15.098.588 

29,223,721 

Benefits  and  Claims 

83.707.138 

(2,375.314) 

6,864,846 

88.196.670 

(308,810) 

7,137,094 

90,535,422 

178.732.092 

Debt  Service 

21.151 

21.151 

21,151 

42,302 

Total  Costs 

$129,032,955 

$396,925 

$11,018,317 

$140,448,197 

$2,916,218 

$8,572,054 

$140,521,227 

$280,969,424 

General  Fund 

40,617,466 

(2.791.862) 

1,891.096 

39.716.700 

(2,784,852) 

2.206.395 

40,039.008 

79,755.708 

State/Other  Special 

7.352.990 

227.010 

148.552 

7.728.552 

364.682 

148.552 

7.866.224 

15.594.776 

Federal  Special 

81,062.499 

2.961,777 

8.978.669 

93.002.946 

5.336.389 

6.217.107 

92.615.995 

185.618,941 

Total  Funds 

$129,032,955 

$396,925 

$11,018,317 

$140,448,197 

$2,916,218 

$8,572,054 

$140,521,227 

$280,969,424 

Program  Description 

The  Child  and  Family  Services  (CFS)  Division  administers  public  assistance,  employment  and  training  programs,  child  care 
assistance,  child  care  licensing,  child  welfare  services,  child  and  adult  food  care  programs,  food  stamps,  commodity 
distribution,  low-income  energy  assistance  and  home  weatherization,  and  several  other  grant  programs  designed  to  foster  self 
sufficiency  and  a  safe,  healthy  environment  for  families  and  children.  CFS  oversees  five  regional  offices  that  administer 
programs.  CFS  also  provides  the  user  liaison  for  two  large  statewide  computer  system  applications:  TEAMS  (The  Economic 
Assistance  Management  System)  and  CAPS  (the  Child  and  Adult  Protective  Services)  system. 

Public  assistance  programs  are  administered  by  county  offices  responsible  for  eligibility  determinations  for  the  FAIM 
(Families  Achieving  Independence  in  Montana)  program,  Medicaid,  food  stamps,  and  energy  assistance.  The  state  continues 
to  administer  12  county  programs  and  the  Governor's  Advisory  Council  on  Child  Care  is  administratively  attached  to  the 
division.  Title  41,  Chapter  3;  Title  52,  Chapters  1,2,3  and  6;  and  Title  53,  Chapters  4  and  10,  MCA  provide  duties  of  the 
division. 

Program  Narrative 

Table  3  summarizes  the  base  year  expenditures  and  fiscal  1998  and  1999  appropriations  by  fund  type  for  each  service  area 
contained  within  the  Child  and  Family  Services  Division.  The  legislature  authorized  an  $1 1 .4  million  increase  in  this  division 
from  fiscal  1996  to  fiscal  1998  and  an  approximate  $0.1  million  further  increase  from  fiscal  1998  to  fiscal  1999.  There  are 
three  major  reasons  for  the  increase:  I)  a  one-time  $2.8  million  federal  grant  budgeted  in  fiscal  1998  as  a  biennial 
appropriation  in  the  public  assistance  service  area  for  anticipated  increased  Medicaid  administrative  costs  due  to  federal 
welfare  reform;  2)  a  $4  million  increase  from  fiscal  1996  to  fiscal  1998  and  an  additional  $1  million  from  fiscal  1998  to  fiscal 
1999  in  child  care  funding;  and  3)  a  $4.7  million  increase  from  fiscal  1996  to  fiscal  1998  and  an  additional  $2.3  million 
increase  from  fiscal  1998  to  fiscal  1999  in  family  services,  particularly  foster  care.  Legislative  action  in  these  service  areas, 
and  others  within  the  division,  are  discussed  in  more  detail  in  the  service  area  subsections  later  in  this  narrative. 
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Table  3 

Child  and  Family  Services  Division 

FY  96  Actual  Expenditures  and  1999  Biennium  HB2  Appropriation  by  Service  Area 


Service  Area 


Fiscal  1996  Base  Expeoditures 
General  Stale 

Fund  Special Federal 


Fiscal  1998  Legislative  Appropriation 
General  Stale 

Fund  Special Federal TOTAL 


Fiscal  1999  LegislaUve  Appropriation 
General  State 

Fund  Special Federal  TOTAL 


Public  Assistance 
Child  Care 
Family  Services 
Intergovernmental  Human  Svcs 
Adminisuation 
Unallocated  (2) 
Total  Division 


%  Change  by  Fund  Type 
Fiscal  1996  -  1998 
Fiscal  1998  -  1999 


18.066.367      3.755.780        42.075.137         63.897,2841     13.947.697      3.655.451       48.093.231         65.696.379 


1.911.873 

17.931.022 

79.446 

2.628.758 

0 

40  617  466 


29.864 

3.561.622 

0 

5.725 

0 

7  357  990 


5.922.079 
19.598.409 
12.144.871 

1.322.006 

Q 

81  067  V17 


7.863.816 

41,091.052 

12.224,317 

3.956,489 

Q 

129.Q32.95S 


2)  Fiscal  yein  1998  and  1999  include  «cr(Hj-lhe-boa«l  operating  expense  reduction  and  ton^evity 
correction  adtusnnent    These  costs  mjv  be  lllocaled  Ihrouehoul  Ihe  division 


2,982,771 
19,9%,615 
109,997 
2,521,402 
liSOU 
39  716  699 


-2.22% 


0 

3,939,448 

0 

16,396 

7  778  553 


5.11% 


8,950,347 
21,892.176 
12.827,070 

1,331,101 
(SCL222J 

93  n07  953 


14.73* 


11,933,118 

45,828,239 

12,937,067 

3,868,899 

isijim 

140  448  705 


8,85% 


13,785,095 
3,311.177 

20,505.781 

112.167 

2.481.621 

40  039  010 


0.81% 


3.660.145 

0 

3.989,561 

0 

16.160 

2QtUi8 

7  8(i(i,224 


1.78% 


45.959.421 
9.759.770 
23.183.787 
12.868.304 
1.311.288 

92  (jlft.nm 


-0.42% 


63.404.661 
13.070.947 
47.679.129 
12.980.471 
3.809.069 
M2iQ3a 

'40  571  738 


0.05% 
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Over  70  percent  of  the  expenditures  in  this  division  are  for  benefits  or  grants.  Each  service  area  in  the  Child  and  Family 
Services  Division  manages  benefits  or  grants  for  its  respective  service  recipients.  Table  4  summarizes  the  benefits  and  grants 
for  the  Child  and  Family  Services  Division  for  fiscal  years  1996,  1998  and  1999.  As  shown  in  Table  4,  for  the  division 
overall,  benefits  increase  $4.7  million  from  fiscal  1996  to  fiscal  1998  and  $2.4  million  from  fiscal  1998  to  fiscal  1999. 
Significant  increases  on  both  a  percentage  and  dollar  basis  were  realized  in  child  care  and  foster  care.  Benefits  are  discussed 
in  further  detail  in  the  service  area  subsections  later  in  this  narrative. 

Grants  increase  $2.3  million  from  fiscal  1996  to  fiscal  1998  and  $0.97  million  from  fiscal  1998  to  fiscal  1999  in  this  division. 
Family  preservation  and  child  nutrition  grants  increase  while  child  care  grants  decrease.  Grants  are  also  discussed  in  further 
detail  in  the  service  area  subsections  later  in  this  narrative. 
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Table  4 

Child  and 

Family  Services  Division 

FY  96  Benefits  and  Grant  Expenditures  and  1999  Biennium  HB2  Benefit  and  Grant  Appropriation 

by  Service  Area* 

riscal  1996  Base  Expenditures 

Fiscal  1998  Legislative  Appropriatjoo 

Genenl 

Stale 

General 

Stale 

General 

State 

Service  Area 

Fund 

Special 

Federal 

TOTAL 

Fund 

Special 

Federal 

TOTAL 

Fund 

Special 

FedeiaJ 

TOTAL 

BENERTS 

Public  Assisance  fTANF/FAIM) 

14.324,817 

836,410 

35,013.229 

50.174.456 

10,062,077 

616.673 

38.091.245 

48.769.995 

9.879.753 

614,609 

38.934.817 

49.449.179 

Child  Cart 

1.809,036 

30.446 

4,489.139 

6.328.621 

2,847,090 

0 

7,585.148 

10.432.238 

3.179.848 

0 

8,408.946 

11.588.794 

Family  Services 

Foster  Care 

5.573,531 

2.383.229 

4,497.884 

12.454.644 

7.801.437 

2.756.295 

5.359.249 

15.916.981 

7.927.837 

2.890.258 

5.601.898 

16.419.993 

Subsidized  Adoption 

696.706 

0 

705.116 

1.401.822 

696.706 

0 

705.116 

1.401,822 

696.706 

0 

705.116 

1.401.822 

Independent  Living 

0 

0 

67.753 

67.753 

0 

0 

67.753 

67,753 

0 

0 

67.753 

67.753 

Out  of  State  Placements 

0 

0 

0 

0 

438.867 

0 

0 

438,867 

438.867 

0 

0 

438.867 

Family  Preservation 

0 

0 

849 

849 

0 

0 

0 

0 

0 

0 

0 

0 

Big  Brothers/Big  Sisten 

182.148 

0 

0 

182.148 

184.880 

0 

0 

184.880 

184.880 

0 

0 

184.880 

Alcohol  &.  Drug  Treatment 

116,380 

0 

0 

116.380 

0 

0 

0 

0 

0 

0 

0 

0 

Therapeutic  Svcs  Medicaid 

2,296,876 

0 

0 

2.296.876 

0 

0 

0 

0 

0 

0 

0 

0 

Other 

19,250 

0 

0 

19.250 

0 

0 

200.000 

200.000 

0 

0 

2M.000 

200.000 

Intergovernmental  Human  Svcs 

0 

Community  Svcs  Block  Grant 

0 

0 

1.814.242 

1.814.242 

0 

0 

2,115.986 

2,115.986 

0 

0 

2,115.986 

2.115.986 

Low-Income  Home  Weather. 

0 

0 

2.412.971 

2.412.971 

0 

0 

2,412.971 

2.412.971 

0 

0 

2.412.971 

2.412.971 

Low-Income  Family  Fuel  Asst, 

0 

0 

5.642.158 

5.642.158 

0 

0 

5,642.158 

5.642.158 

0 

0 

5.642.158 

5.642.158 

Emgy  Svcs  to  Homeless  Ind- 

0 

0 

59.340 

59.340 

0 

0 

222.423 

222.423 

0 

0 

222.423 

222.423 

HUD  Emergency  Shelter 

0 

0 

342.897 

342.897 

0 

0 

0 

0 

0 

0 

0 

0 

Food  Distribution 

0 

0 

121.920 

121.920 

0 

0 

0 

0 

0 

0 

0 

0 

BPA  Wealherization 

0 

0 

0 

0 

0 

0 

375,000 

375.000 

0 

0 

375.000 

375.000 

Other 

12  «fi7 

28 

tJHQ 

19.495 

12.711 

78 

6.706 

19,495 

njii 

M 

6  706 

19.495 

TOTAL  BENEFITS 

21,(111(111 

i.Zia.iil 

5-;  174  098 

"  4SS  «?? 

77  0^3  767 

3  373  046 

67  783  716 

IU2SU01 

3.504.W 

64.713.775 

90.539.321 

GRANTS 

Child  Care 

19,601 

462 

1.043.029 

1.063,091 

0 

0 

860.282 

860,282 

0 

0 

•60.282 

I60.2S2 

Family  Services 

Family  Preservation 

1.969,944 

0 

165.661 

2.135.605 

2.111.648 

0 

470,332 

2.581.980 

2.111.648 

0 

487.622 

2.599.270 

Child  Nutrition 

0 

0 

7.996.430 

7.996.430 

0 

0 

9.668,317 

9.668.317 

0 

0 

10.624.482 

10.624.482 

Domestic  Violence 

124.014 

0 

193.971 

317.985 

146.010 

126.600 

395.854 

668.464 

146.010 

126.600 

395.854 

668.464 

Head  Stan 

0 

0 

0 

0 

0 

0 

100,000 

100.000 

0 

0 

100.000 

100.000 

Other 

14.956 

28.278 

174.229 

217.463 

1.728 

26.499 

163,797 

192.025 

1.728 

26.499 

163.797 

192.025 

Other 

33,116 

73 

16.987 

50.176 

32.715 

201 

17,261 

50,176 

32,715 

201 

17,261 

50126 

TOTAL  GRANTS 

2  lf,l  631 

2UU 

0^90307 

11.780.75Q 

2,2?2.ini 

152J0I1 

1I,67S,M3 

H.i:i.244 

2.2?2.ini 

UJJOQ 

12,649,298 

15.0M.6W 

'Expenditures  on  this  table  difTer  from  division  main 

table  due  to  adjustments  in  this  table 

to  reHea  benefits  and  grants  in  proper  categories. 
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Public  Assistance  and  Child  Care 

Public  assistance  services  include:  1 )  eligibility  determination  for  FAIM,  Medicaid,  food  stamps  and  energy  assistance  by 
the  staff  in  the  assumed  and  non-assumed  county  offices;  2)  cash  and  non-cash  benefits  provided  under  the  state's  welfare 
program;  and  3)  job  training  and  other  support  services.  Public  assistance  services  increase  $2.3  million  in  fiscal  1998  from 
fiscal  1996  and  decrease  $1.8  million  in  fiscal  1999  from  fiscal  1998  due  primarily  to  a  one-time  federal  grant  for 
administrative  costs  budgeted  as  a  biennial  appropriation  in  fiscal  1998. 

Child  care  services  include  resource  and  referral  contracts  and  child  care  assistance  benefits.  Resource  and  referral  agencies 
serve  as  a  referral  service  for  eligible  parents  seeking  appropriate  child  care  and  also  perform  some  administrative  functions 
that  would  otherwise  be  performed  by  the  department  (such  as  processing  payments).  Child  care  services  are  budgeted  an 
additional  $4.1  million  from  fiscal  1996  to  fiscal  1998  and  an  additional  $1.2  million  from  fiscal  1998  to  fiscal  1999  because 
of  the  anticipated  increasing  need  for  child  care  due  to  state  and  federal  welfare  reform.  As  people  move  from  cash  assistance 
to  work,  child  care  needs  are  expected  to  grow. 

Public  assistance  and  child  care  service  areas  were  significantly  impacted  by  the  Personal  Responsibility  and  Work 
Opportunity  Reconciliation  Act  of  1996  (PRWORA).  This  law:  1)  repealed  the  Aid  to  Families  with  Dependent  Children 
(AFDC)  entitlement  program  and  replaced  it  with  a  block  grant  of  a  fixed  amount  through  federal  fiscal  2002;  and  2)  changed 
federal  child  care  funding. 

Assistance  for  Needy  Families 

AFDC  funds  formerly  required  a  state  match  at  the  prevailing  FMAP  rate.  Under  the  new  law,  a  specific  state  match  is  not 
required  for  the  new  Temporary  Assistance  for  Needy  Families  (TANF)  block  grant.  However,  in  order  to  continue  receiving 
the  TANF  block  grant  and  avoid  sanctions,  the  state  is  required  to  maintain  fiscal  effort  at  75  percent  of  its  state  share  of 
AFDC  expenditures  for  fiscal  1994  if  it  meets  the  mandatory  worker  participation  rates,  and  at  80  percent  if  it  does  not  meet 
the  worker  participation  rates.  In  addition,  if  the  state  wants  to  access  federal  contingency  funds  that  may  be  available  during 
economic  recessions,  the  state  must  expend  100  percent  of  its  state  maintenance  of  effort  in  the  year  it  wants  to  access  federal 
contingency  funds.  (See  Table  5  for  the  dollar  amount  of  the  maintenance  of  effort). 

Table  5  shows  the  budget  for  the  TANF  block  grant  as  proposed  by  the  Executive  Budget  and  modified  by  the  legislature. 
Montana  will  receive  $45.5  million  federal  TANF  block  grant  funds  for  its  state  welfare  program  each  year  through  2002. 
Any  federal  funds  unexpended  at  the  end  of  the  year  may  be  carried  over  to  the  next  year. 

The  legislature  budgeted  state  funds  (general  fund  and  county  millage)  at  approximately  83  percent  of  the  maintenance  of 
effort  requirement  (see  Table  5).  Federal  funds  were  budgeted  at  approximately  $44.3  million  in  fiscal  1998  and  $45.0 
million  in  fiscal  1999,  leaving  approximately  $1.7  million  federal  TANF  funds  in  reserve  in  the  1999  biennium.  TANF  funds 
and  the  accompanying  state  maintenance  of  effort  funds  are  used  for  public  assistance  programs,  foster  care,  and 
administration. 

Child  Care 

Funding  formerly  provided  under  Title  IV-A  of  the  Social  Security  Act  and  the  Child  Care  Development  Block  Grant  have 
been  consolidated  into  a  Child  Care  and  Development  Fund  with  three  parts:  1)  a  discretionary  grant,  allocated  to  states  on 
the  current  allocation  formula  for  the  child  care  development  block  grant;  2)  a  mandatory  grant,  allocated  to  states  on  the 
basis  of  the  federal  share  of  expenditures  for  IV-A  child  care  in  fiscal  1994,  fiscal  1995,  or  the  average  of  fiscal  years  1992 
to  1994,  whichever  is  greatest;  and  3)  a  matching  grant,  which  carries  a  state  maintenance  of  effort  and  matching 
requirements. 
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Table  5 
Federal  Block  Grants  Authorized  by  the  Personal  Responsibility  and  Work  Opportunity  Reconciliation  Act  of  1996 

Legislative  Budget  and  Maintenance  of  Effort 


Temporary  Assistance  for  Needy  Families  (TANF) 


FFEM 

Executive  Budget 

Rejected  TANF  caseload  reduction 
Legislative  "Block  Grant" 
Reduce  State  Funds/  TANF  caseload  adj 
Correct  Base  Funding  Error 
Reduce  state  MOE 

Trf  gen  fund  to  CSE/Tribal  Court  FTE 
TOTAL  TANF  BUDGET 


General  Fund 


Fiscal  1998 
SSR  Block  Grant 


Total 


General  Fund 


Fiscal  1999 
SSR  Block  Grant 


$17,388,769        $1,679,684      $38,747,270      $57,815,723         $17,379,082 


1 .692.799 
0 

(1.133.696) 
0 

(3.345.004) 
(93,358) 


80,091 
0 
(80,091) 
0 

(143,720) 
0 


3,508,998 

2,787,800 

0 

(745,889) 

0 

0 


5.281.888 
2.787.800 
(1.213.787) 
(745.889) 
(3.488.724) 
(93.358) 


1.875.562 

0 

(1.276.979) 

0 

(3.374.778) 

(85.315) 


$14.509.510        $1,535.964      $44,298.179      $60.343.653         $14.517.572 


$1,672,463 

89.377 

0 

(89.377) 

0 

(136.498) 

0 

$1.535.965 


$39,695,046 

2.630.394 

2.537.800 

0 

(745.889) 

880.882 

0 

$44.998.233 


Total 

$58,746,591 

4.595.333 

2.537.800 

(1.366.356) 

(745.889) 

(2.630.394) 

(85.315) 

$61.051.770 


Maintenance  of  Effort  General  Fund  SSR                    Total 

TANF  Budget  $14,509,510  $1,535,964      $16,045,474 

Child  Care  MOE  1.315.300  0          1.315.300 

Total  TANF  MOE  Legislative  Action  $15,824,810  $1,535,964      $17,360,774 

100%  MOE  $20,919,224 

%  MOE  Legislative  Action  82.99% 


General  Fund 

$14,517,572 

1,315,300 

$15,832,872 


"SSR 

$1,535,965 

0 

$1,535,965 


Total 
$16,053,537 
1.315,300 


$17,368,837 

$20,919,224 

83.03% 


TANF  Block  Grant  Amount 
Estimated  TANF  Reserve/Carryover 


$45,534,006 
$1,235,827 


$45,534,006 
$535,773 


Child  Care  and  Development  Fund  Block  Grant 


FTEM 

Executive  Budget 

Reduced  Child  Care  Licensing  FTE 
Other  Base  Adjustments  (Child  Care  portion) 
Adjustment  for  Fed  funds  and  state  match 
TOTAL  CHILD  CARE  BUDGET 

Available  Child  Care  Block  Grant  Funding 

Mandatory /MOE  Fund 
Discretionary  Funds 
Matching  Funds 

TOTAL  CHILD  CARE  FUNDING 


General  Fund 

$2,484,428 
(10.638) 
(16.196) 
(34.838) 

$2,422,756 


$1,315,300 

$0 

1,107,456 


Fiscal  1998 
SSR  Block  Grant 


$0  $9,036,248 

0  (10,638) 

0  (37,790) 

0  171,840  

$0  $9.159,660      $11,582,416 


Total 

$11,520,676 
(21,276) 
(53,986) 
137,002 


$0  $3,190,923  $4,506,223 

$0  $3,282,237  3.282.237 

0  2.686.500  3.793.956 

$0  $9,159,660  $11.582.416 


General  Fund 

$2,757,870 

(28.375) 

(189.703) 

15.600 

$2,555,392 


$1,315,300 
$0 

1 ,240,092 
$2,555,392 


FiKal  1999 
SSR  Block  Grant 


$0 
0 
0 
0 

$0 


$0 

$0 

0 

$0 


$9,622,328 

(28.375) 

(442.644) 

412.941  

$9.564.250      $12.119.642 


Toul 

$12,380,198 
(56.750) 
(632,347) 
428.541 


$3,191,000 

$3,365,000 

3.008.250 


$4,506,300 
3.365.000 
4.248.342 


$9.564,250   $12,119,642 


The  legislature  adjusted  the  executive's  request  for  child  care  and  development  fund  block  grant  funding  to  provide  the 
required  100  percent  maintenance  of  effort,  sufficient  general  fund  to  match  the  projected  available  matching  funds,  and 
sufficient  federal  authority  to  expend  the  full  amount  of  federal  funds  expected  to  be  available  in  the  block  grant.  Overall, 
the  legislature  reduced  the  executive's  biennial  general  fund  request  by  $264,150  and  increased  the  executive's  biennial 
federal  fund  request  by  $65,334. 

Family  Services 

Family  Services  service  areas  include  foster  care,  subsidized  adoption,  independent  living,  family  preservation  and  family- 
based  services,  out  of  state  placements,  child  nutrition  services,  and  several  smaller  service  programs. 
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Foster  Care 

Foster  care  services  include  the  child  protective  staff  in  five  regional  offices  as  well  as  the  payments  to  foster  care  providers 
(recorded  as  benefits)  to  care  for  children  placed  in  foster  care.  The  legislature  provided  a  27.8  percent  increase  in  foster 
care  benefits  from  fiscal  1996  to  fiscal  1998  and  a  3 1.8  percent  increase  from  fiscal  1996  to  fiscal  1999.  Legislative  action 
regarding  foster  care  benefits  is  presented  below  in  Table  6.  Adjustments  were  allowed  for  caseload  increases,  provider  rate 
increases,  and  a  relatively  small  amount  ($100,000/year)  to  address  an  anticipated  loss  of  supplemental  security  income  by 
some  foster  care  children  due  to  eligibility  changes  in  the  federal  welfare  reform  law. 


Table  6 

Foster  Care  Benefits 

1999  B 

iennium  -  Legislative  Action 

Fiscal  Year  1998 

Hscal  Year 

1999 

Iiem 

General  Fund 

SSR 

Fed 

Total  Funds        General  Fund 

SSR 

Fed 

Total 

Base  Expeodlturn 

$5,573,547 

$2,383,229 

$4,497,884 

$12,454,660 

$5,573,547 

$2,383,229 

$4,497,884 

$12,454,660 

Legislative  aOustments: 

Original  Eiccuiivc  Caseload 

$143,160 

$86,145 

$104,279 

$333,584 

$370,371 

$168,327 

$279,882 

$818,580 

Add'l  Caseload  Adjuslmeni 

$1,850,000 

$264,969 

$697,197 

$2,812,166 

$1,750,000 

$316,750 

$763,433 

$2,830,183 

Provider  Rale  Increase 

$134,730 

$21,952 

$59,889 

$216,571 

$133,919 

$21,952 

$60,700 

$216,571 

SSIAVelfare  Reform 

$100,000 

$0 

$0 

$100,000 

$100,000 

$0 

$0 

$100,000 

Tola!  Adjustments 

$2,227,890 

$373,066 

$861.365 

$3,462,321 

$2,354,290 

$507,029 

$1,104,015 

$3,965,334 

Total  Foster  Care 

Percent  Increase  from  FY96 

$7,801,437 

$2,756,295 

$5,359,249 

$15,916,981 

$7,927,837 

$2,890,258 

$5,601,899 

$16,419,994 

31  84% 

27,80% 

HB  2  contains  language  requiring  the  department  to  report  certain  basic  service  statistics  to  the  next  legislature,  including 
the  total  unduplicated  number  of  children  in  foster  care  and  the  average  cost  per  service  per  child  in  the  foster  care  system. 
(See  the  Language  section  for  a  complete  list  of  required  reporting  elements.) 

Subsidized  Adoption 

The  subsidized  adoption  program  encourages  and  promotes  the  adoption  of  children  who  have  special  needs.  Subsidized 
adoption  includes  support  services  and  medical  and  financial  assistance  to  adoptive  families  when  such  assistance  is 
necessary  to  ensure  the  health  and  welfare  of  a  hard-to-place  child.  This  benefit  is  budgeted  at  the  base  expenditure  level 
each  year  of  the  1999  biennium. 

Independent  Living 

This  provides  funding  for  foster  care  children  to  transition  from  foster  care  homes  to  living  on  their  own  as  adults.  This 
benefit  is  also  budgeted  at  the  base  expenditure  level  each  year  of  the  1999  biennium. 

Out-of-State  Placements 

HB  104  passed  by  the  1997  legislature  shifts  the  responsibility  of  paying  education  costs  for  out-of-state  placements  from 
the  Office  of  Public  Instruction  to  the  agency  making  the  placement.  The  legislature  added  $438,867  general  fund  each  year 
of  the  1999  biennium  to  the  Child  and  Family  Services  Division's  budget  and  $494,892  general  fund  each  year  to  the 
Department  of  Correction's  budget  for  this  purpose.  An  equal  amount  of  general  ftind  each  year  was  removed  from  the  Office 
of  Public  Instruction's  budget. 
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Family  Preservation 

Family  preservation  services  are  activities  designed  to  keep  families  together  and  children  out  of  foster  care.  Service 
recipients  include  families  that  exhibit  certain  high  risk  factors  or  families  that  have  been  referred  to  the  department  and 
whose  children  are  at  risk  of  removal.  Service  length  can  range  from  short  term  (a  few  weeks)  to  long  term  (up  to  3  years). 

Table  7  below  shows  the  fiscal  1996  base  year  expenditures  for  family  preservation/family  support  grant  and  benefit 
expenditures  in  the  Child  and  Family  Services  Division  and  the  legislative  adjustments  to  the  base  year  expenditures.  The 
legislature  approved  a  present  law  adjustment  adding  over  $300,000  federal  funds  each  year  that  resulted  in  an  approximate 
14  percent  increase  in  fiscal  1998  and  a  15  percent  increase  in  fiscal  1999  from  fiscal  1996  base  year  expenditures. 


Table  7 

Family  Preservation/Family  Support  Base  and  Budgeted  Expenditures 

Grants  and  Benefits 

1999  Biennium  -  Legislative  Action 

Item 

Fiscal  Vear  1$9S 

General  Fund           Federal 

Total 

Fiscal  Year  iW9 

General  Fund           Federal 

Total 

Basa  Expenditures: 

Family-Based  Services 

Partnership  Project 

Family  Preservation  Services 

Subtotal  Base  Expenditures 
Legislative  Adjustments: 
Family  Preservation  Present  Law  Adj 

$827,773 

1.142,171 

0 

$1,969,944 

0 

$67,174 

0 

99,336 

$166,510 

304,671 

$894,947 

1,142,171 

99,336 

$2,136,454 

304,671 

$827,773 

1,142,171 

0 

$1,969,944 

0 

$67,174 

0 

99,336 

$166,510 

321,961 

$894,947 

1,142,171 

99,336 

$2,136,454 

321,961 

Total  Family  Preserv/Family  Support 

$1,969,944 

$471,181 

$2,441,125 

$1,969,944 

$488,471 

$2,458,415 

Percent  Increase  from  FY96 

14.26% 

15.07% 

Note:   The  table  includes  only  grant  and  benefit  expenditures. 

Child  Nutrition 

Child  nutrition  services  include  financial  assistance  to  day  care  providers  for  providing  nutritious  meals  for  children  who  meet 
certain  needs  standards.  This  assistance  is  budgeted  as  grants  rather  than  benefits  As  shown  in  Table  4,  this  service  area  is 
budgeted  to  receive  a  20.9  percent  increase  from  fiscal  1996  to  fiscal  1998  and  a  9.9  percent  increase  from  fiscal  1998  to 
fiscal  1999.  This  increase  is  consistent  with  the  assumption  that  increased  child  care  activities  will  be  experienced  due  to 
the  federal  welfare  reform  law.  This  service  area  is  funded  100  percent  with  federal  funds. 

Domestic  Violence 

Domestic  violence  services  include  financial  assistance  to  community  service  organizations  that  provide  shelter  and  support 
services  to  individuals  and  families  who  suffer  from  domestic  violence.  This  service  area  is  slated  to  receive  a  significant 
budget  increase  due  to  additional  ftinds  authorized  in  a  present  law  adjustment  (see  Present  Law  Adjustment  No.  13)  and  in 
a  new  proposal  (see  New  Proposal  No.  12),  and  as  a  result  of  HE  343  that  authorized  an  increase  in  divorce  filing  and  legal 
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separation  fees.  The  fees  are  to  be  distributed  by  the  department  to  agencies  that  provide  direct  services  to  domestic  violence 
victims  (see  New  Proposal  No.  13).  Funding  for  domestic  violence  services  more  than  doubles,  from  $3 18,000  to  $668,000 
between  fiscal  1996  and  fiscal  1998  as  a  resuh  of  legislative  action  in  the  1997  legislative  session. 

Alcohol  and  Drug  Treatment 

Alcohol  and  drug  treatment  services  for  youth  were  accounted  for  in  the  Child  and  Family  Services  Division  in  the  1997 
biennium.  The  legislature  transferred  the  funding  for  this  service  to  the  Addictive  and  Mental  Disorders  Division  effective 
July  1,  1997. 

Therapeutic  Services/Medicaid 

The  state  match  (general  fund)  for  Medicaid- funded  therapeutic  services  for  foster  care  children  was  accounted  for  in  this 
division  in  the  1997  biennium.  Therapeutic  services  are  mental  health  services;  funding  and  responsibility  for  all  publicly- 
funded  mental  health  services  were  transferred  to  the  Addictive  and  Mental  Disorders  Division  as  of  April  1,  1997  and 
included  in  mental  health  managed  care. 

Other  Services 

The  Child  and  Family  Services  Division  manages  other  grants  and  benefits  including  state  funding  for  the  Big  Brothers/Big 
Sisters  program  and  federal  funds  for  refugee  social  services,  child  justice  grants,  and  federal  child  abuse  grants. 

Intergovernmental  Human  Services 

The  intergovernmental  human  service  area  includes  management  of  the  community  services  block  grant,  low  income  energy 
assistance  and  weatherization  programs,  and  commodities  distribution.  Increased  community  services  block  grant  funds  and 
additional  weatherization  funds  contribute  toward  the  projected  $0.7  million  increase  each  year  of  the  1999  biennium  from 
the  base  year.  Table  4  lists  the  benefits  in  this  area. 

Division  Administration 

Division  administration  costs  are  budgeted  to  decrease  approximately  $100,000  each  year  of  the  1999  biennium  compared 
to  the  base  year. 

Unallocated  Costs 

Unallocated  costs  in  this  division  include  approximately  $49,000  each  year  for  longevity  costs  not  reflected  in  the  Executive 
Budget.  Also  included  in  this  category  is  an  adjustment  for  "Other  Base  Adjustments"  contained  in  the  Executive  Budget 
but  not  approved  by  the  legislature. 

Funding 

The  division  is  funded  by  general  fund,  state  special  revenue,  and  federal  funds.  General  fund  provides:  I)  the  match  and 
maintenance  of  effort  for  several  federal  entitlement  and  block  grant  programs;  2)  funding  for  prevention  of  abuse  and  neglect 
of  children;  and  3)  funding  for  administrative  and  services  costs  that  are  not  supported  by  state  special  or  federal  revenues. 
General  fund  decreases  $0.9  million  from  fiscal  1996  to  1998  due  to  several  offsetting  actions:  1)  lower  TANF  caseloads  and 
reduced  state  funds  for  maintenance  of  fiscal  effort  resulted  in  a  $4.1  million  reduction  in  the  public  assistance  service  area; 
2)  increasing  service  demand  resulted  in  a  $1 .0  million  general  fund  increase  in  the  child  care  service  area;  3)  higher  foster 
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care  caseloads  and  a  greater  reliance  on  general  fund  to  fund  regional  office  operating  costs  resulted  in  a  $2.1  million  general 
fund  increase  in  the  family  services  area;  and  4)  lower  administrative  costs  resulted  in  a  $0.1  million  reduction  in  general  fiind 
budgeted  in  that  service  area.  General  fund  increases  $0.3  million  from  fiscal  1998  to  fiscal  1999  due  primarily  to  increased 
reliance  upon  general  fund  to  support  regional  office  operating  costs  in  the  family  services  service  area. 

State  special  revenue  includes:  1)  property  tax  revenue  from  non-assumed  counties  for  administration  and  benefits  match 
for  public  assistance  programs,  child  welfare  administration,  and  foster  care  services;  2)  parental  contributions,  child  support 
payments,  and  third  party  payments  for  foster  care  services;  3)  income  tax  check  off  revenue  for  child  abuse  prevention 
programs;  and  4)  a  portion  of  the  divorce  and  legal  separation  filing  fee  for  intervention  and  treatment  services  to  domestic 
abuse  victims.  State  special  revenue  increases  $0.38  million  from  fiscal  1996  to  fiscal  1998  and  an  additional  $.14  million 
from  fiscal  1998  to  fiscal  1999  due  to  projected  foster  care  caseload  increases  and  HB  343  that  authorized  the  divorce  filing 
fee  increase  and  allocation  to  the  department  for  the  services  just  noted. 

Federal  funds  include  several  block  grants,  categorical  grants,  and  administrative  funding.  The  major  federal  block  grants 
are:  1)  the  Temporary  Assistance  to  Needy  Families  (TANF)  program;  2)  the  Child  Care  and  Development  Fund;  3)  the 
Community  Services  block  grant;  4)  the  Low-Income  Energy  Assistance  Payments  (LIEAP)  program;  and  5)  low-income 
weatherization.  Other  federal  funding  sources  include:  a)  Title  IV-E  (foster  care);  b)  food  stamps  and  Medicaid 
administrative  funding;  c)  the  Child  and  Adult  Food  Care  Program;  d)  commodities  distribution;  e)  refugee  assistance;  f) 
emergency  shelter;  and  g)  several  child  abuse  and  prevention  grants.  Federal  funds  increase  $1 1.9  million  in  fiscal  1998 
from  fiscal  1996  due  to  overall  federal  fund  increases  in  all  service  areas  in  this  division;  the  largest  federal  fiind  increases 
(measured  in  dollars)  are  seen  in  the  public  assistance  and  child  care  service  areas.  The  $0.4  million  federal  funds  decrease 
fi-om  fiscal  1998  to  fiscal  1999  is  attributable  to  a  one-time  $2.8  million  federal  grant  budgeted  as  a  biennial  appropriation 
in  fiscal  1998  and  other  federally-funded  base  adjustments  not  approved  by  the  legislature,  offset  by  increased  federal  funds 
in  the  child  care  and  family  services  service  areas. 

Present  Law 

1)  Personal  Services-  The  legislature  approved  the  statewide  present  law  adjustment  for  personal  services  that  reflects  the 
annualization  of  the  fiscal  1997  pay  plan  and  elimination  of  one  time  fiscal  1996  costs.  In  addition,  the  legislature  authorized 
the  addition  of  approximately  $565,000  each  year  of  the  1999  biennium,  funded  50  percent  state  funds  (general  fiind  and 
county  levy)  and  50  percent  federal  funds,  for  positions  upgraded  as  a  result  of  implementing  the  Families  Achieving 
Independence  in  Montana  (FAIM)  welfare  reform  program. 

4)  Welfare  Reform  Support  Services  -  The  legislature  added  $791,748  in  fiscal  1998  and  $757,122  in  fiscal  1999,  funded 
50  percent  from  general  fund  and  50  percent  from  federal  Temporary  Assistance  for  Needy  Families  (TANF)  funds,  for 
increases  to  support  services  associated  with  the  implementation  of  FAIM.  Support  services  include:  1)  cash  assistance  to 
welfare  participants  in  finding  and  maintaining  employment,  including  payment  for  such  items  as  driver's  license  renewal, 
alcohol  and  drug  evaluation  fees,  and  adult  basic  education  and  GED  fees;  2)  continuation  of  the  welfare  reform  plan 
evaluation  contract  with  the  University  of  Montana,  which  is  in  relation  to  the  Medicaid  and  Food  Stamp  programs;  and  3) 
continuation  of  contracts  with  the  day  care  resource  and  referral  agencies  to  handle  the  increased  requirements  for  assistance 
in  finding  day  care  for  FAIM  participants. 

5)  AFDC/TANF  Caseload  Projection  -  The  legislature  reduced  projected  benefits  expenditures  by  $1,213,787  in  fiscal  1998 
and  $1,366,356  in  fiscal  1999  for  the  projected  Temporary  Assistance  for  Needy  Families  caseload  reduction.  This  reduction 
was  all  from  state  funds  (general  fund  and  county  funds). 

6)  TANF  State  MOE  to  83  percent-Increase  Federal  Funds  -  The  legislature  reduced  the  state's  maintenance  of  effort  (MOE) 
for  the  TANF  federal  block  grant  to  approximately  83  percent.  This  resulted  in  a  reduction  of  state  funds  (general  fund  and 
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county  funds)  totaling  $7.0  million  in  the  1999 
biennium.  Federal  authority  to  expend  TANF 
block  grant  funds  totaling  $0.88  million  was 
budgeted  to  partially  replace  the  state  MOE 
reduction.  As  implied  on  Table  5,  further 
reductions  in  state  funds  will  lower  MOE 
funds  budgeted  in  the  TANF  program. 

7)  Child  Care  Block  Grant  &  State  Match  - 
The  federal  welfare  reform  law,  the  Personal 
Responsibility  and  Work  Opportunity 
Reconciliation  Act  of  1996,  authorizes  the 
Child  Care  and  Development  Fund  block  grant 
that  replaces  the  current  federal  funding 
streams  for  child  care  administration,  benefits, 
and  support.  The  legislature  approved 
additional  federal  spending  authority  to  reflect 
the  increased  federal  funds  available  under  the 
block  grant.  In  addition,  the  legislature 
included  sufficient  general  fund  to  meet  the 
state's  maintenance  of  effort  requirements  and 
fully  match  the  anticipated  matching  federal 
funds  available  in  the  new  block  grant. 

8)  Reduction  in  Federal  JOBS  Grant  -  The 
legislature  reduced  $630,815  each  year  of  the 
biennium  based  on  the  fiscal  1997  grant 
awards  which  reflect  an  overall  reduction  of 
federal  funding  for  benefits  associated  with  the 

Jobs  Opportunity  and  Basic  Skills  (JOBS)  and  Job  Search  Programs.  The  TANF  block  grant  replaces  the  JOBS  grant. 

9)  CSBG  &  Commodities  Program  Adjustments  -  The  legislature  added  $275,83 1  federal  fiinds  each  year  of  the  biennium 
for:  1 )  a  contract  to  develop  a  data  base  for  use  in  managing  the  Community  Services  Block  Grant  ($30,000);  2)  an  increase 
in  the  commodity  distribution  level  ($138,257);  and  3)  the  debt  payments  on  the  new  commodities  warehouse  ($107,574). 

10)  Nutrition  Program  Operating  &  Grant  Increases  -  The  legislature  added  federal  funds  totaling  $1,750,313  in  fiscal  1998 
and  $2,706,478  in  fiscal  1999  for  increased  reimbursements  to  child  care  providers  to  provide  nutritious  food  to  children  in 
day  care,  other  nutrition-related  grants,  and  computer  system  enhancements  to  enable  the  program  to  implement  requirements 
associated  with  federal  welfare  reform  law. 

11)  Foster  Care  Caseload  Increase  -  The  legislature  added  $3,285,750  in  fiscal  1998  and  $3,788,762  in  fiscal  1999  to  provide 
benefits  for  the  increased  foster  care  caseload  and  for  two  contracts  between  the  department  and  tribal  entities  that  enable 
the  tribes  to  administer  Title  IV-E  services.  Of  the  additional  $7.07  million,  $4.25  million  is  state  general  fund. 

12)  Family  Preservation  Program  Services  Increases  -  The  legislature  added  $330,643  in  fiscal  1998  and  $365,224  in  fiscal 
1999  for  increasing  intensive  family  preservation  assistance  for  families  in  danger  of  having  their  children  removed  from  the 
home  because  of  abuse  and  neglect.  It  also  included  contracted  services  for  staff  training  to  enhance  skills  in  assessing 
families  at  risk  of  neglect  and  abuse  of  their  children  and  determining  how  best  to  assist  these  families.  Family  preservation 
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Adjustments 

Adjustments 

Present  Law  Description 

Fiscal  1998 

Fiscal  1999 

Statewide  Present  Law  A((justinents 

996.724 

1.061.619 

01 

Personal  Services 

32 

Inflation  /  Deflation 

(2.256) 

(3,562) 

03 

Fixed  Costs 

14,531 

14.531 

Total  Statewide  Adjustments 

$1,008,999 

$1,072,588 

Significant 

Present  Law  Adjustments 

791.748 

757.128 

04 

91040 

Welfare  Reform  Support  Services 

05 

91333 

Afdc/Tanf  Caseload  Adjustment 

(1.213.787) 

(1.366.356) 

06 

91334 

Tanf  State  Moe  To  83%-Incr  Fed  Funds 

(3.488.724) 

(2.630.394) 

07 

91337 

Child  Care  Block  Grant  &  State  Match 

645,810 

937.349 

08 

91339 

Reduction  In  Federal  Jobs  Grant 

(630.815) 

(630.815) 

09 

91341 

Csbg  &  Commodities  Program  Adjustment 

275,831 

275.831 

10 

91342 

Nutrition  Program  Operating  &  Grant  Incr 

1.750,313 

2.706,478 

11 

91343 

Foster  Care  Caseload  Increase 

3.285,750 

3.788.762 

12 

91347 

Family  Preservation  Program  Services  Incr 

330.643 

365.224 

13 

91351 

Domestic  Violence  Grant  Increase 

23,879 

23.879 

14 

91352 

Youth  Alcohol  &  Drug  Treatment 

(135.630) 

(135.630) 

15 

91360 

Transfer  Therapeutic  Medicaid  Match 

(2.296.876) 

(2.296.876) 

16 

91666 

Longevity  Correction 

49.784 

49.049 

17 

91900 

Other  Base  Adjustments 

134,719 

(472.088) 

Total  Significant  PL  Adjustments 

($477,355) 

$1,371,541 

Other  Base 

Adjustments 

($134,719) 
$396,925 

$472,089 
$2,916,218 

Grand  Total  Present  Law  Adjustments 
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services  are  fimded  from  a  federal  grant  that  is  expected  to  last  five  years  and  expire  in  fiscal  1999.  The  grant  requires  a  25 
percent  match  which  comes  from  local  funds  and  the  state-funded  Partnership  Project. 

13)  Domestic  Violence  Grant  Increase  -  The  legislature  added  $23,879  each  year  of  the  biennium  ($10,199  general  fund  and 
$13,680  federal  funds  each  year)  for  increased  grants  to  local  agencies  to  pay  for  shelter,  counseling,  and  other  support 
services  for  women  and  their  children  who  are  victims  of  domestic  violence,  to  support  a  24-hour  crisis  line,  and  the  provision 
of  public  awareness  and  education  programs.  The  increase  is  based  on  the  fiscal  1997  appropriation  and  level  of  contracts. 


14)  Youth  Alcohol  &  Drug  Treatment 
Division. 


The  legislature  transferred  this  function  to  the  Addictive  and  Mental  Disorders 


15)  Transfer  Therapeutic  Medicaid  Match  -  The  legislature  transferred  these  funds  to  the  Addictive  and  Mental  Disorders 
Division  to  fund  the  Mental  Health  Managed  Care  contract.  These  funds  will  pay  for  treatment  for  foster  care  children  under 
the  Mental  Health  Managed  Care  Program. 

16)  Longevity  Correction  -  This  addition  corrects  a  miscalculation  of  longevity  payments  in  the  initial  determination  of 
present  law  personal  services.  If  longevity  had  been  correctly  calculated,  these  funds  would  have  been  included  in  the 
"statewide  adjustments"  above.  This  adjustment  is  funded  with  general  fund  totaling  $71,151,  state  special  revenue  totaling 
$27,018,  and  federal  special  revenue  totaling  $664  in  the  1999  biennium. 

17)  Other  Base  Adjustments  -  The  legislature  did  not  approve  the  "Other  Base  Adjustments."  Because  these  costs  are 
distributed  throughout  the  division,  this  adjustment  was  designed  to  offset  the  Other  Base  Adjustments  at  the  bottom  of  the 
Present  Law  Adjustment  table. 

Other  Base  Adjustments  -  This  adjustment  was  not  funded.  (See  Item  No.  1 7  above.) 
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Fiscal  1998 

Fiscal  1999 

- 

(jeneral 

Other 

lotal 

General 

Other 

lotal 

New  Proposal  Description 

Kit 

Fund 

Funds 

Funds 

KIH 

Fund 

Funds 

Funds 

01 

SQle  Food  Bank  Networic 

22,000 

22,000 

25,000 

25,000 

02 

Faim  Child  Care  Support 
Foster  Care  Provider  Rale 

1,017.915 

2.339,326 

3,357,241 

1,068.812 

2.457.456 

3,526.268 

03 

Increase 

Day  Care  Provider  Rate 

134.730 

81.841 

216,571 

133.919 

82.652 

216.571 

04 

Increase 

35.408 

58,987 

94,395 

71.807 

119.626 

191.433 

05 

Permanency  Planning  Staff 

16.250 

8.750 

25,000 

6.00 

165.465 

89,096 

254.561 

06 

Day  Care  Licensing  Staff 

3.00 

54.565 

54,565 

109,129 

3.00 

49.290 

49.290 

98,580 

07 

Crisis  Nursery  Grant 

200,000 

200,000 

200.000 

200.000 

08 

Bpa  Wealherizalion  Grant 

375,000 

375,000 

375.000 

375,000 

09 

Head  Start  Collaboration  Project 
Add  Adult  Protecnve  Seriices 

100,000 

100,000 

100.000 

100,000 

10 

Staff 

2.00 

71.772 

2.220 

73,992 

4.00 

143.781 

4.447 

148.228 

11 

Ssi/Welfare  Reform 

Add'L  Federal  Funds/Domestic 

100.000 

100,000 

100.000 

100.000 

12 

Violence 

200,000 

200,000 

200.000 

200.000 

13 

Hb343-Domestic  Violence-Oto 
Tanf  Block  Grant 

126,600 

126,600 

126.600 

126.600 

14 

Implementation 

Transfer  To  Cse  For  Tribal 

2,787,800 

2.787,800 

2.537.800 

2.537.800 

15 

Coun  Fte 

Enhanced  Medicaid  Admin 

(93,358) 

(93.358) 

(85.315) 

(85.315 

16 

Funds/Tanf 

2.764,134 

2.764,134 

17 

Sb48-Youth  Court  Act 

3.00 

89.197 

24.249 

113,446 

4.00 

94.769 

23.692 

118.461 

18 

Hbl04-Out  Of  State  Placentnts 

438,867 

438.867 

438.867 

438.867 

19 

Equipment  For  New  Staff 

3.750 

3.750 

7.500 

Total  For  New  Proposals 

8.00 

$1,891,096 

$9,127,221 

$11,018,317 

17.00 

$2,206,395 

$6,365,659 

$8,572,054 

New  Proposals 

1)  State  Food  Bank  Network  -  The  legislature  added  $22,000  general  ftind  in  fiscal  1998  and  $25,000  general  fund  in  fiscal 
1999  to  provide  grants  to  the  state  food  bank  network.  Language  was  included  directing  the  department  to  use  a  reasonable 
amount  of  the  appropriation  to  purchase  a  truck  body  for  the  program. 

2)  FAIM  Child  Care  Support  -  The  legislature  added  $3,357,241  in  fiscal  1998  and  $3,526,268  in  fiscal  1999  for  increased 
child  care  services  to  participants  in  FAIM.  Additional  child  care  will  be  required  to  continue  support  of  recipients  in  the 
Community  Services  and  Pathways  components  of  FAIM,  as  well  as  participants  in  FAIM  who  opt  to  forego  cash  assistance 
and  participate  in  the  Job  Supplement  Program.  Under  federal  welfare  reform,  participants  in  the  state  Pathways  program 
will  be  required  to  increase  the  number  of  hours  of  work-related  activities  from  10  hours  per  week  to  20  hours  per  week. 
This  proposal  funds  day  care  support  for  1,700  more  children  in  fiscal  1998  and  1.800  additional  children  in  fiscal  1999, 
above  the  1997  estimated  caseload,  at  an  average  cost  per  child  of  approximately  $2,000  annually.  Base  year  day  care-related 
expenditures  totaled  $7,863,817  and  served  approximately  3,527  children  at  an  average  total  cost  (operations  and  benefits) 
of  $2,229  per  child.  This  new  proposal  will  increase  the  number  of  children  served  by  approximately  50  percent. 

3)  Foster  Care  Provider  Rate  Increase  -  The  legislature  added  $216.571  each  year  of  the  1999biennium  to  fund  a  1.5  percent 
provider  rate  increase  for  foster  care  providers.  An  additional  1.5  percent  rate  increase  was  not  included  for  fiscal  1999. 
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4)  Day  Care  Provider  Rate  Increase  -  The  legislature  added  $94,395  in  fiscal  1998  and  $191,433  in  fiscal  1996  to  fund  a  1.5 
percent  provider  rate  increase  for  all  categories  of  day  care  providers. 

5)  Permanencv  Planning  Staff-  The  legislature  added  $25,000  in  fiscal  1998  and  $254,561  and  6.00  FTE  in  fiscal  1999.  This 
proposal  continues  development  of  a  comprehensive  service  delivery  system,  which  was  begun  with  a  grant  from  the  W.K. 
Kellogg  Foundation,  that  focuses  on  placing  children  in  a  time  frame  that  best  meets  each  child's  needs,  reducing  the  number 
of  children  in  the  foster  care  system,  and  reducing  the  number  of  placements  that  children  experience  in  out-of-home  care. 
The  request  also  contains  fiinding  ($25,000)  to  continue  the  "Treasure  Book",  a  photo  listing  book  featuring  children  waiting 
for  an  adoptive  home.  Permanency  staff  will  be  dedicated  to  developing  permanent  placements  for  children,  through  working 
with  parents,  foster  care  placement  committees,  attorneys,  and  judges. 

6)  Day  Care  Licensing  Staff-  The  legislature  added  $109,129  and  3.00  FTE  in  fiscal  1998  and  $98,580  and  3.00  FTE  in 
fiscal  1999  for  additional  day  care  licensing  staff.  The  department  currently  has  9.2  FTE  to  license  and  monitor 
approximately  2,300  facilities.  The  number  of  facilities  is  projected  to  increase  as  welfare  reform  increases  demand  for  day 
care. 

7)  Crisis  Nursery  Grant  -  The  legislature  added  $200,000  federal  funds  each  year  for  emergency  crisis  nursery  services  for 
children  who  are  at  risk  of  abuse  and  neglect.  The  grant  is  funded  by  the  Administration  on  Children,  Youth  and  Families 
under  the  authority  of  the  Temporary  Child  Care  for  Children  with  Disabilities  and  Crisis  Nursery  Act  of  1986  ( as  amended). 

8)  BPA  Weatherization  Grant  -  The  legislature  added  $375,000  federal  funds  each  year  for  weatherization  funding  from  the 
Bonneville  Power  Administration  to  supplement  Department  of  Energy  weatherization  funds.  The  funds  are  to  be  used  to 
weatherize  electrically  headed  low-income  dwellings  situated  in  the  service  areas  of  BPA  utilities  and  cooperatives. 
Approximately  200  low-income  homes  will  be  weatherized  with  funds  provided  from  this  grant. 

9)  Head  Start  Collaboration  Project  -  The  legislature  added  $100,000  federal  funds  each  year  for  the  Head  Start  Collaboration 
project.  The  purpose  of  the  project  is  to  develop  partnerships  between  Head  Start  and  the  state  to  improve  services  to  low- 
income  families  and  their  families.  The  seven  priority  areas  identified  in  the  federal  legislation  are  health  care,  welfare,  child 
care,  education,  national  service,  family  literacy  services,  and  activities  related  to  children  with  disabilities. 

10)  Add  Adult  Protective  Services  Staff-  The  legislature  added  $73,992  and  2.0  FTE  in  fiscal  1998  and  $148,228  and  4.0 
FTE  in  fiscal  1999  for  additional  adult  protective  services  staff.  Language  was  also  included  in  the  appropriations  bill 
directing  the  agency  to  pursue  transferring  the  adult  protective  service  function  to  the  Senior  and  Long-Term  Care  Division. 

1 1)  SSIAVelfare  Reform  -  The  legislature  added  $100,000  each  year  as  a  restricted  appropriation  for  the  purpose  of  providing 
ftinds  to  the  department  to  fund  foster  care  costs  in  the  event  any  foster  care  children  are  deemed  ineligible  for  supplemental 
security  income  as  a  result  of  new  eligibility  criteria  contained  in  the  federal  welfare  reform  law. 

12)  Additional  Federal  Funds/Domestic  Violence  -  The  legislature  added  $200,000  federal  spending  authority  each  year 
of  the  biennium  for  an  anticipated  increase  in  the  federal  domestic  violence  grant.  The  funds  will  be  used:  1)  to  increase 
grants  to  local  agencies  to  pay  for  shelter,  counseling,  and  other  support  services  for  women  and  their  children  who  are 
victims  of  domestic  violence;  and  2)  for  the  provision  of  public  awareness  and  education  programs. 

13)  HB  343/Domestic  Violence/OTO  -  The  legislature  added  $126,600  state  special  revenue  funds  each  year  of  the  1999 
biennium  as  a  one-time-only  appropriation  to  implement  the  provisions  of  HB  343.  HB  343  increases  the  divorce  and  legal 
separation  filing  fee  by  $30  and  allocates  the  proceeds  of  the  fee  increase  to  the  Department  of  Public  Health  and  Human 
Services  for  distribution  to  agencies  that  provide  direct  services  to  domestic  violence  victims. 
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14)  TANF  Block  Grant  Implementation  -  The  legislature  added  $2,787,800  in  fiscal  1998  and  $2,537,800  in  fiscal  1999  of 
additional  federal  funds  available  through  the  Temporary  Assistance  for  Needy  Families  block  grant  authorized  by  the  federal 
welfare  reform  law.  The  funds  are  to  be  used  to  develop  or  enhance  employment  and  training  programs,  community  work 
sites,  support  services,  tribal  assistance,  and  a  "second  chance"  home  for  teens.  Language  was  included  in  the  appropriations 
bill  that  directs  the  agency  to  use  the  funds  as  required  by  federal  law  and  in  such  a  manner  as  to  avoid  financial  sanctions. 

15)  Transfer  to  Child  Support  Enforcement  for  Tribal  Court  FTE  -  The  legislature  removed  $178,673  general  fund  in  the 
1999  biennium  from  the  TANF  program  and  transferred  the  funds  to  the  child  support  enforcement  division  to  hire  two  FTEs 
who  will  represent  the  department  in  Tribal  Courts.  The  funds  for  the  tribal  court  FTE  were  removed  from  the  Child  Support 
Enforcement  Division  in  later  legislative  action;  however,  the  funds  were  not  restored  to  this  division. 

16)  Enhanced  Medicaid  Admin.  Funds/TANF  -  The  legislature  authorized  a  biennial,  restricted,  one-time-only  appropriation 
for  additional  Medicaid  administration  funds  that  have  become  available  from  the  Personal  Responsibility  and  Work 
Opportunity  Reconciliation  Act  of  1996  (the  federal  welfare  reform  law).  These  funds  are  made  available  to  states  at  a  90 
percent  federal/10  percent  state  match  and  can  be  used  for  additional  Medicaid  administrative  expenditures  that  states  have 
incurred  as  a  result  of  implementing  the  federal  welfare  reform  law.  The  legislature  intends  that  the  10  percent  match  be 
made  from  existing  state  funds. 

17)  SB  48A'outh  Court  Act  -  The  legislature  authorized  additional  FTE  and  resources  ($183,966  general  fund  in  the  1999 
biennium)  for  the  department  to  implement  youth  assessment  center  licensing  provisions  contained  in  SB  48. 

18)  HB  104/Out  of  State  Placements  -  HB  104  passed  by  the  1997  legislature  shifts  the  responsibility  of  paying  education 
costs  for  out  of  state  placements  from  the  Office  of  Public  Instruction  to  the  agency  making  the  placement.  The  legislature 
added  $438,867  general  fund  each  year  of  the  1999  biennium  to  the  Child  and  Family  Services  Division's  budget  and 
$494,892  general  fund  each  year  to  the  Department  of  Correction's  budget  for  this  purpose.  An  equal  amount  of  general  fund 
each  year  was  removed  from  the  Office  of  Public  Instruction's  budget. 

19)  Equipment  for  New  Staff-  The  legislature  added  $7,500  in  fiscal  1998  to  provide  for  additional  computer  equipment 
for  newly-authorized  positions. 

Language 

"The  legislative  audit  committee  shall  conduct  a  performance  review  and  shall  report  on  the  rates  of  success  and  recidivism 
for  the  foster  care,  therapeutic  foster  care,  and  juvenile  aftercare  programs  to  the  56th  legislature." 

"Benefits  for  TANF  are  set  at  40.5  percent  of  the  poverty  rate  for  each  year  of  the  biennium." 

"The  benefit  rate  for  TANF  may  be  lowered  from  the  40.5  percent  poverty  rate  to  keep  within  any  caseload  growth  in  excess 
of  the  department's  projections.  Those  projections  are  as  follows: 

Average  Monthly  Caseload 

1997  9,467 

1998  9,440 

1999  9,407 

"At  least  four  of  the  new  FTEs  added  to  the  base  budget  of  the  child  and  family  services  division  must  be  adult  protective 
services  workers.  The  legislature  directs  the  department  to  continue  to  pursue  the  transfer  of  the  adult  protective  services 
program  to  the  senior  and  long-term  care  division  and  to  report  to  the  1999  legislature  on  the  progress  of  those  efforts." 
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"It  is  the  intent  of  the  legislature  that  the  department  provide  the  following  information  to  the  Office  of  Budget  and  Program 
Planning,  the  Legislative  Finance  Committee,  and  the  legislative  joint  oversight  committee  on  children  and  families  by 
November  1,  1998: 

(1)  the  unduplicated  total  number  of  children  in  foster  care  in  fiscal  1998; 

(2)  the  average  number  of  placements  per  child  in  the  foster  care  system  during  fiscal  1998; 

(3)  the  average  cost  per  service  per  child  in  the  foster  care  system  in  fiscal  1998; 

(4)  the  unduplicated  total  number  of  families  served  by  the  department's  foster  care  prevention  programs  during  fiscal  year 
1998  and  the  number  of  foster  care  placements  prevented  during  fiscal  1998; 

(5)  the  unduplicated  number  of  children  in  foster  care  in  fiscal  1998  who  have  been  in  foster  care  2  years  or  longer;  and 

(6)  the  number  of  permanent  homes  found  for  children  in  foster  care  in  fiscal  1998." 

"The  department  shall  expend  the  minimum  federally  required  funds  for  the  following  child  care  activities:  provider 
recruitment  and  education;  grants  and  loans  to  child  care  providers  to  assist  them  in  meeting  state  and  local  standards  and 
in  expanding  and  improving  other  child  care  operations;  compliance  monitoring  for  licensing  and  regulatory  requirements; 
training  and  technical  assistance;  activities  to  improve  compensation  for  child  care  providers;  and  comprehensive  consumer 
education.  The  department  may  spend  no  more  than  $821,369  on  these  activities  in  fiscal  1998  and  no  more  than  $864,347 
in  fiscal  1999. 

The  department  shall  provide  the  following  information  for  fiscal  1998  to  the  56th  legislature:  the  total  amount  of  funds 
expended  on  child  care;  the  amount  of  funds  spent  on  administrative  costs  for  child  care;  the  total  amount  of  funds  spent  for 
resource  and  referral  agencies;  and  the  total  amount  of  funds  spent  on  direct  child  care  services.  The  department  shall  also 
provide  a  breakdown  of  the  types  of  clients  served,  separately  identifying  clients  who  were  eligible  for  services  as  participants 
in  the  families  achieving  independence  in  Montana  program  (FAIM)  or  as  recipients  who  were  income-eligible  and 
participated  in  the  cost  of  child  care  on  a  sliding  fee  scale. 

The  department  shall  redesign  the  child  care  sliding  fee  scale  for  the  working  poor  families.  The  amount  of  the  copayment 
required  by  the  sliding  fee  scale  should  not  contain  huge  cliffs  for  families,  either  within  the  income  categories  for  the  scale 
or  when  the  families'  income  increases  enough  so  that  they  lose  eligibility. 

As  FAIM  families  move  from  FAIM,  with  its  required  participation  in  work  or  work-related  activities,  into  employment,  the 
child  care  expenditure  focus  should  move  with  them.  There  needs  to  be  fiinding  available  to  serve  low-income  families  that 
are  not  or  that  are  no  longer  FAIM  participants. 

The  provider  rate  increase  provided  for  child  care  should  not  be  equally  divided  across  all  providers. 

The  department  shall  develop  a  new  system  of  paying  providers  within  the  same  provider  groups  to  take  into  account 
differences  in  market  rates,  geography,  and  other  economic  concerns  within  the  state  and  to  provide  access  to  state  and  federal 
child  care  fiinds  for  FAIM  and  working  families.  The  department  should  implement  such  a  new  system  at  the  same  time  that 
the  department  is  implementing  the  new  welfare  reform  and  child  block  grant  programs." 

"It  is  the  intent  of  the  legislature  that  a  reasonable  amount  of  funds  appropriated  for  the  state  food  bank  network  be  used  to 
purchase  a  truck  body  for  use  in  the  food  bank  network  program.  The  department  is  directed  to  receive  a  minimum  of  three 
bids  before  purchasing  the  truck  body." 

"Item  [CHILD  AND  FAMILY  SERVICES  DIVISION]  includes  $438,867  in  general  fund  money  each  year  of  the  1999 
biennium  and  is  contingent  upon  passage  and  approval  of  House  Bill  104." 

HB  104  was  passed  and  approved. 
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"Item  [TANF  BLOCK  GRANT  IMPLEMENTATION]  is  for  the  department  to  implement  the  federal  temporary  assistance 
for  needy  families  (TANF)  block  grant  as  required  by  federal  law  and  in  such  a  manner  as  to  avoid  financial  sanctions.  It 
is  the  intent  of  the  legislature  that  any  unused  federal  TANF  funds  be  reserved  for  future  use." 
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Base                PL  Base 
Budget           Adjustment 
Fiscal  1996        Fiscal  1998 

New 

Proposals 

Fiscal  1998 

Total 
Leg.  Budget 
Fiscal  1998 

Director's 

PL  Base 
Adjustment 
Fiscal  1999 

Office 

New 

Proposals 

Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  1999 

Budget  Item 

Total 
Leg.  Budget 
Fiscal  98-99 

FTE 

29.50 

(4.00) 

1.00 

26.50 

(4.00) 

1.00 

26.50 

26.50 

Personal  Services 
Operating  Expenses 
Equipment 

1,216,870 

1,143,266 

45,750 

(245.559) 

(141,341) 

(6,250) 

51,478 
9,783 

1,022,789 

1,011,708 

39.500 

(243,045) 

(201,517) 

(3,750) 

51.478 
9.783 

1.025,303 

951,532 

42.000 

2,048,092 

1,963,240 

81,500 

Total  Costs 

$2,405,886 

($393,150) 

$61,261 

$2,073,997 

($448,312) 

$61,261 

$2,018,835 

$4,092,832 

General  Fund 
State/Other  Special 
Federal  Special 

619,604 

784.703 

1.001,579 

(182,987) 

52,289 

(262,451) 

22,023 

6,408 

32,830 

458.640 
843,400 
771,958 

(226.024) 

100.339 

(322,626) 

22.023 

6.408 

32,830 

415.603 
891.450 
711.783 

874,243 
1,734.850 
1.483,741 

Total  Funds 

$2,405,886 

($393,149) 

$61,261 

$2,073,998 

($448,311) 

$61,261 

$2,018,836 

$4,092,834 

Program  Description 

The  Director's  Office  is  responsible  for  providing  the  overall  agency  direction  for  policy  development  and  for  coordinating 
the  various  human  services  programs  administered  by  the  department.  Administrative  organization  of  the  department  is 
established  in  sections  2-15-112,  2-15-2201,  and  53-2-201,  MCA.  The  director  of  the  department  is  appointed  by  the 
Governor  as  provided  in  Article  VI,  Section  6  of  the  Montana  Constitution.  The  Director's  Office  includes  the  offices  of  legal 
affairs;  personnel  services;  public  information;  and  state  and  local  relations.  The  Telephone  Devices  for  the  Deaf  (TDD) 
program  is  also  included.  The  Board  of  Health  and  Human  Services  Appeals  is  attached  to  the  Director's  Office.  In  addition, 
the  PHHS  Statewide  Advisory  Council  and  the  Montana  Health  Care  Advisory  Council  (MHCAC)  are  attached. 

Program  Narrative 

The  legislature  approved  HB  298  which  extends  the  duties  and  function  of  the  Montana  Health  Care  Advisory  Council  until 
June  30,  2001,  rather  than  June  30,  1997.  The  legislature  appropriated  $80,000  of  federal  special  revenue  and  $20,000  of 
state  special  revenue  to  PHHS  for  the  biennium  for  the  purpose  of  funding  the  advisory  council.  (This  appropriation  is  in 
statute  rather  than  in  HB  2).  Any  matching  funds  required  from  the  state  general  fund  may  be  provided  from  die  department's 
general  fund  appropriation  contained  in  HB  2. 

Funding 

The  Director's  Office  is  funded  with  a  mix  of  state  and  federal  money  which  is  determined  through  the  federally-approved, 
department-wide  cost  allocation  plan.  Funding  is  allocated  by  complex  ratios  associated  with  work  activities  that  support 
the  department.  (The  plan  was  revised  in  fiscal  1996  as  a  resuh  of  reorganization.)  State  general  fund  provides  21.4  percent 
of  funding  for  the  1999  biennium.  State  special  revenues  provide  42.4  percent  and  are  derived  primarily  from  a 
telecommunications  tax,  and  the  indirect  cost  allocation  plan  to  a  lesser  extent.  The  tax  on  telephone  service  connections 
provides  100  percent  of  the  funding  for  the  TDD  program.  Federal  revenues  provide  36.2  percent  of  support. 
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Present  Law 

1 )  Personal  Services  -  The  legislature  adopted 
a  personal  services  reduction  due  in  part  to  the 
reduction  of  4.0  FTE  each  year  of  the  biennium. 
Three  of  the  four  FTE  reductions  (a  director, 
deputy  directory,  and  chief  personnel  officer  of 
former  agencies)  were  due  to  the  reported  efficiencies 
of  reorganization.  The  fourth  FTE  reduction 
was  assigned  to  the  Montana  Health  Care 
Advisory  Council.  Vacancy  savings  reductions 
of  3  percent  a  year  are  also  included  ($31,115  in 
fiscal  1998  and  $31,192  in  fiscal  1999). 

4)  Contracted  Services  Adjustments  -  The 
legislature  reduced  the  budget  for  contracted 
services  by  $70,956  in  fiscal  1 998  and  $  1 27, 1 86 
in  fiscal  1999.  Reductions  occur  in  contracts 
for  the  Montana  Health  Care  Advisory  Council 
and  with  the  University  of  Montana.  Offsetting 
increases  include:  1)  $66,163  each  year  of  the 
biennium  to  assist  the  department  in  conducting 
a  safety  program  aimed  at  reducing  employee 
injuries  and  controlling  workers'  compensation 

costs;  2)  $17,000  each  year  of  the  biennium  for  temporary  personnel  services;  and  3)  $32,915  in  fiscal  1998  and  $91,685  in 
fiscal  1999  for  increased  relay  services  in  the  Telephone  Device  for  the  Deaf  (TDD)  Program. 

5)  Reorganization  Reductions  -  The  legislature  accepted  reductions  identified  by  the  department  equaling  $35,368  for  each 
year  of  the  biennium  in  one-time  costs  associated  with  the  reorganization. 

6)  Operating  Expense  Reductions  -  The  legislature  implemented  a  $2  million  per  year  across-the-board  reduction  of  general 
funded  operating  costs  for  the  agency  and  restricted  the  reductions  to  five  divisions,  including  this  division.  Operating  costs 
were  reduced  by  $60,667  in  fiscal  1998  and  $63,596  in  fiscal  1999. 

7)  Interagency  Coordinating  Council  -  The  legislature  eliminated  funding  for  the  Interagency  Coordinating  Council  for 
Prevention  Programs. 

8)  Longevity  Correction  -  This  addition  corrects  a  miscalculation  of  longevity  payments  in  the  initial  determination  of 
present  law  personal  services.  If  longevity  had  been  correctly  calculated,  these  funds  would  have  been  included  in  the 
statewide  adjustments  above. 
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Presenl  Law  Description 

Present  Law 

Adjustments 
Fiscal  1998 

Adjustments 

Adjustments 
Fiscal  1999 

Statewide  Present  Law  Adjustments 

(210.823) 
(1.561) 
20.961 

($191,423) 

(70.956) 
(35.368) 
(60,667) 
(35.990) 
1.254 

($201,727) 

$0 

($393,150) 

(208.309) 
(2.126) 
23.009 

($187,426) 

(127.186) 

(35.368) 

(63.596) 

(35.990) 

1.254 

($260,886) 

$0 

($448,312) 

01  Personal  Services 

02  Inflation  /  Deflation 

03  Fixed  Costs 

Total  Statewide  Adjustmems 
Significant  Present  Law  Adjustments 

04  91401    Contracted  Services  Adjustments 

05  91402    Reorganization  Reductions 

06  91403    Operating  Expense  Reductions 

07  91404    Interagency  Coordinating 

08  91666    Longevity  Correction 

Total  Significant  PL  Adjustments 
Other  Base  Adjustments 

Grand  Total  Present  Law  Adjustments 
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Department  of  Public  Health  &  Human  Serv 

^gislative  Budget  New  Proposals 

ices 

Fiscal  1998 

Director 

s  Office 

Fiscal  1999 

New  Proposal  Description                 FTE 

(ieneral 
Fund 

Other 
Funds 

I'otal 
Funds 

FTE 

(ieneral 
Fund 

Other 
Funds 

Total 
Funds 

01      Legal  Staff                                        1.00 
Total  For  New  Proposals                    1 .00 

22,023 

$22,023 

39,238 
$39,238 

61,261 
$61,261 

1.00 
1.00 

22,023 
$22,023 

39,238 
$39,238 

61,261 
$61,261 

New  Proposals 

1)  Legal  Staff-  The  legislature  added  $61,261  each  year  of  the  biennium  for  1.0  FTE  of  legal  staff  to  support  the  increased 
volume  of  contracts  and  Administrative  Rules  of  Montana  changes,  expanded  workload  in  legal  counsel  and  advice,  and 
clerical  support  in  the  department's  Legal  Office.  The  position  works  in  regard  to  recommitment  hearing  for  the  state 
hospital.  The  legislature  designated  this  position  as  one-time-only. 

Language 

"It  is  the  intent  of  the  legislature  that  in  fiscal  year  1998  and  fiscal  year  1999,  any  unexpended  portion  of  the  department's 
funding  appropriation,  up  to  $9,75 1  for  each  year  of  the  biennium,  be  used  by  the  department  for  the  purposes  of  funding  the 
department  advisory  council  and  the  Native  American  advisory  council." 
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Department  of  Public  I 

Program  Proposed  Budget 

lealth  &  Human  Services 

Base                PL  Base 
Budget           Adjustment 
Fiscal  1996        Fiscal  1998 

New 

Proposals 

Fiscal  1998 

Child  Support  Enforcement  Division 

Total                PL  Base                New                  Total 
Leg.  Budget       Adjustment          Proposals         Leg.  Budget 
Fiscal  1998        Fiscal  1999        Fiscal  1999        Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  98-99 

Budget  Item 

FTE 

168.75 

17.00 

4.00 

189.75 

17.00 

9.00 

194.75 

189.75 

Personal  Services 
Operating  Expenses 
Equipment 

5.371.664 

3.064.314 

378.475 

489,194 

534,122 
(313.914) 

106.254 
32,978 
57,978 

5.967.112 

3.631.414 

122.539 

502,034 
520.157 
(314,364) 

258,388 
107,095 
107,094 

6,132.086 

3.691.566 

171.205 

12,099,198 

7,322,980 

293.744 

Total  Costs 

$8,814,453 

$709,402 

$197,210 

$9,721,065 

$707,827 

$472,577 

$9,994,857 

$19,715,922 

General  Fund 
Slate/Other  Special 
Federal  Special 

484.194 
2.464.557 
5.865,702 

(484.194) 
743.913 
449.683 

8,500 

58,551 

130,159 

8,500 
3,267,021 
6,445,544 

(484,194) 
742,828 
449,193 

131,536 
341.041 

3,338.921 
6,655,936 

8,500 

6,605.942 

13,101,480 

Total  Funds 

$8,814,453 

$709,402 

$197,210 

$9,721,065 

$707,827 

$472,577 

$9,994,857 

$19,715,922 

Program  Description 

The  purpose  of  the  Child  Support  Enforcement  Division  (CSED)  is  to  pursue  and  obtain  financial  support  for  children  by 
establishing,  enforcing,  and  increasing  public  awareness  of  parental  obligations.  CSED  is  responsible  for  establishing, 
enforcing,  and  collecting  financial  support  owed  by  obligated  parents.  Program  staff  locate  absent  parents,  identify  assets, 
establish  paternity,  and  ensure  that  obligated  parents  maintain  medical  health  insurance  coverage  for  their  dependent  children. 
The  program  collects  child  support  payments  for  families  receiving  AFDC  (or  FAIM)  cash  assistance  and  those  not  receiving 
AFDC  (or  FAIM)  cash  assistance  (non-AFDC).  The  program  provides  its  services  to  applicants  regardless  of  income  level. 

Activities  carried  out  by  program  staff  are  authorized  in  Title  40,  Chapter  5,  part  2,  MCA,  and  are  mandated  by  the  federal 
government  in  accordance  with  Title  IV-D  of  the  1988  Social  Security  Act,  and  45  CFR,  Chapter  3. 

Program  Narrative 

The  legislature  passed  and  the  Governor  signed  SB  374,  which  implements  the  child  support  enforcement  provisions  of 
federal  welfare  reform  (the  Personal  Responsibility  and  Work  Opportunity  Reconciliation  Act  of  1996).  The  legislature 
appropriated  $172,210  for  fiscal  1998  and  $472,577  for  fiscal  1999  of  state  special  revenue  and  federal  funds  to  conduct  the 
additional  work,  associated  with  the  enhanced  mechanisms  for  collection  of  child  support.  The  legislature  approved  4.0  FTE 
in  fiscal  1998  and  9.0  FTE  in  fiscal  1999  to  implement  this  law  (see  New  Proposal  No.  2).  Provisions  include:  1)  instituting 
automated,  mass  case  processing  techniques  for  child  support  including  a  central  case  registry,  a  centralized  unit  for  tracking 
and  disbursing  child  support  collections,  and  a  directory  of  new  hires;  and  2)  restructuring  child  support  procedures  to 
enhance  collections.  (See  the  Agency  Summary  entitled  "Other  Legislation"  for  further  detail  on  the  bill). 

Several  federally-required  provisions  of  the  law,  such  as  requirements  for  a  new  hire  data  base  and  automated  access  to 
financial  records,  terminate  on  July  1,  1999  in  SB  374.  Federal  penalties  for  the  failure  of  a  state  to  enact  the  child  support 
enforcement  provisions  of  federal  welfare  reform  include  a  potential  jeopardizing  of  the  federal  TANF  block  grant,  which 
equals  approximately  $91  million  on  a  biennial  basis,  as  well  as  potential  loss  of  federal  funds  for  support  of  the  CSED.  The 
federal  government  may  also  adjust  the  required  provisions.  Therefore,  the  legislature  may  address  this  issue  again  in  the 
1999  legislative  session. 
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Funding 

The  CSED's  operations  are  funded  with  34  percent  state  special  revenues  and  66  percent  federal  funds.  State  special 
revenues  are  generated  through  three  avenues:  1)  program  retention  of  30.6  percent  of  the  child  support  collections  received 
in  AFDC  cases;  2)  federal  incentive  payments  equaling  6  percent  of  AFDC  collections;  and  3)  federal  incentive  payments 
equaling  6.9  percent  of  non-AFDC  collections.  Incentives  are  earned  based  on  a  benefit-cost  ratio  of  collections  to  costs. 
The  non-AFDC  incentive  rate  is  limited  to  1 15  percent  of  the  incentive  received  for  AFDC  collections.  General  fiind  support 
equals  $8,500  for  a  restricted,  one-time-only,  biennial  appropriation  to  fund  a  special  project  with  the  Missoula  District  Court. 

The  program  receives  66  percent  of  its  funding  from  federal  Child  Support  IV-D  grants.  (The  paternity  testing  function  is 
funded  at  a  higher  federal  cost  share  match  of  90  percent,  with  state  special  revenues  providing  the  remaining  10  percent.) 
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Department  of  Public  H 

Performance  Based  Budget 

lealth  &  Human  Services 

Base                 PL  Base 
Budget           Adjustment 
Fiscal  1996        Fiscal  1998 

New 

Proposals 

Fiscal  1998 

Child  Support  Enforcement  Division 

Total                PL  Base                New                  Total 
Leg.  Budget       Adjustment          Proposals         Leg.  Budget 
Fiscal  1998        Fiscal  1999        Fiscal  1999        Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  98-99 

Budget  Item 

FTE 

185.75 

4.00 

189.75 

185.75 

9.00 

194.75 

189.75 

Performance  Based 

8.814,453 

709,402 

197,210 

9,721.065 

707,827 

472,577 

9,994,857 

19,715.922 

Total  Costs 

$8,814,453 

$709,402 

$197,210 

$9,721,065 

$707,827 

$472,577 

$9,994,857 

$19,715,922 

General  Fund 
State/Other  Special 
Federal  Special 

484,194 
2,464,557 
5,865,702 

(484,194) 
743,913 
449,683 

8,500 

58,551 

130,159 

8,500 
3,267,021 
6,445,544 

(484,194) 
742,828 
449,193 

131,536 
341,041 

3.338,921 
6,655,936 

8,500 

6,605,942 

13.101,480 

Total  Funds 

$8,814,453 

$709,402 

$197,210 

$9,721,065 

$707,827 

$472,577 

$9,994,857 

$19,715,922 

Performance-Based  Budget 

The  legislature  established  the  budget  for  the  Child  Support  Enforcement  Division  using  the  concept  of  performance  base 
budgeting.  The  legislature  has  specified  goals  and  objectives  for  program/function  performance,  as  well  as  measures  by 
which  the  legislature  can  determine  whether  those  goals  and  objectives  have  been  met.  The  appropriation  is  made  in  a  lump 
sum,  and  left  for  the  agency  to  determine  the  best  allocation  of  the  total  appropriation  to  accomplish  the  specified  goals  and 
objectives  and  meet  the  performance  measures. 

Goals  and  Performance  Measures 

GOAL  1 :  To  establish  paternity  for  90  percent  of  Title  IV-D  cases. 

Objective  1 :  To  decrease  the  percentage  of  Title  IV-D  cases  needing  establishment  of  paternity  by  achieving  the  targets  each 
year. 
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Performance  Measure: 

The  number  of  Title  IV-D  cases  for  whom  paternity  is  established  by  CSED. 


FY  96 

FY  97 

FY  98 

FY  99 

Number  of  CSED 
Established  Paternity 

4,335 

4.000 

4,000 

4,000 

Performance  Measure: 

The  number  of  Title  IV-D  cases  for  whom  paternity  is  established  through  voluntary  hospital  paternity  acknowledgment. 


FY  96 

FY  97 

FY  98 

FY  99 

Number  of  Voluntary 
Hospital  Paternity 
Acknowledgments 

1,698  (est.) 

1,700 

1,700 

1,700 

GOAL  2:  To  establish  financial  and  medical  support  orders  for  75  percent  of  Title  IV-D  cases. 

Objective  1 :  To  decrease  the  percentage  of  Title  IV-D  cases  needing  orders  for  financial  support  by  achieving  the  targets 
each  year. 

Performance  Measure: 

The  number  of  orders  established  for  financial  support  and  medical  support. 


FY  96 

FY  97 

FY  98 

FY  99 

Number  of  CSED- 
Established  Financial 
Support  Orders 

2,376 

2,400 

2,400 

2,400 

GOAL  3:  To  collect  financial  and  medical  support  from  both  parents  for  45  percent  of  Title  IV-D  cases. 
Objective  1 :  To  increase  the  percentage  of  Title  IV-D  cases  with  collections  by  meeting  the  target  each  year. 
Performance  Measure: 

The  number  of  orders  to  withhold. 


FY  96 

FY  97 

FY  98 

FY  99 

Number  of  CSED 
Orders  to  Withhold 

14,386 

14,400 

14,400 

14,400 
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Performance  Measure: 

The  number  of  paying  cases. 


FY  96 

FY  97 

FY  98 

FY  99 

Number  of 
Paying  Cases 

12,288 

13,929 

15,660 

17,400 

Performance  Measure: 
Total  dollars  collected. 


FY  96 

FY  97 

FY  98 

FY  99 

Total  Dollars 
Collected 

$33.6M 

$38.4M 

$43 .2M 

$48.0M 

Objective  2:  To  increase  the  percentage  of  Title  IV-D  cases  where  health  insurance  coverage  is  obtained  after  being  ordered. 
Performance  Measure: 

The  number  of  cases  for  whom  health  insurance  coverage  is  obtained. 


FY  96 

FY  97 

FY  98 

FY  99 

Number  of  Cases 
With  Health 
Insurance  Coverage 

2,969 

2,970 

2,971 

2,972 

GOAL  4:  To  decrease  the  time  for  updating  support  orders  to  three  months  fi"om  one  year. 
Objective  1:  To  ensure  that  support  orders  are  up-to-date. 
Performance  Measure: 

The  average  amount  of  time  for  updating  support  orders. 


FY  96 

FY  97 

FY  98 

FY  99 

Average  Time  to 
Update  Support 
Orders 

12  mo. 

12  mo. 

3  mo. 

3  mo. 
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GOAL  5:  To  make  the  process  more  efficient  and  responsive. 

Objective  1:  To  increase  the  cost/benefit  ratio  of  dollars  collected  to  administrative  costs. 

Performance  Measure: 

Ratio  of  dollars  collected  to  expenditures. 


FY  96 

FY  97 

FY  98 

FY  99 

Cost/Benefit  Ratio 

$3.68 

$4.01 

$4.02 

$4.03 

Present  Law 

1 )  Personal  Services  -  The  legislature  moved 
18.0  current  FTE  under  contract  services  in  the 
present  law  adjustment  category  of  other  base 
adjustments  to  personal  services,  which 
included  the  transfer  of  $548,378  for  each  year 
of  the  biennium.  The  personal  services  costs 
associated  with  seven  FTE  located  in  the 
program's  regional  office  are  included  in 
Present  Law  Adjustment  No.  1,  and  resulted  in 
a  total  increase  in  personal  services  of  $144,874 
for  fiscal  1998  and  $157,714  for  fiscal  1999. 
Eleven  of  the  transferred  FTE  are  described  in 
Present  Law  Adjustment  Nos.  4  and  5 
(described  below).  This  budgetary  transfer  also 
resulted  in  a  net  increase  of  17.0  FTE  in  the 
present  law  adjustment  categories  for  FTE  in 
the  program's  proposed  budget  table.  The  other 
1 .0  FTE  is  a  reduction  due  to  the  efficiencies  of 
agency  reorganization,  as  required  by  the  1995 
legislature. 

4)  OBRA  Medical  and  Foster  Care  Liaison  Modified  Positions  -  Four  of  the  18.0  transferred  FTE,  as  described  in  item  no. 
1,  are  included  in  this  present  law  adjustment  item.  Associated  personal  services  costs  equal  $I3L479  for  each  year  of  the 
biennium.  The  legislature  designated  these  positions  as  one-time-only  (not  to  be  included  in  fiscal  1998  base  expenditures). 
These  FTE  work  in  the  areas  of  obtaining  medical  insurance/care  (OBRA  Medical  positions)  and  financial  support  from  non- 
custodial parents  whose  children  are  in  foster  care  (Foster  Care  Liaison  positions). 

5)  FAIM  Liaison  Positions  (OTO)  -  Seven  of  the  18.0  transferred  FTE,  as  described  in  item  no.  1,  are  included  in  this  present 
law  adjustment  item.  Associated  personal  services  costs  equal  $205,646  for  each  year  of  the  biennium.  The  legislature 
designated  these  positions  as  one-time-only  (not  to  be  included  in  fiscal  1998  base  expenditures).  These  FTE  act  as  liaisons 
with  regard  to  collection  of  child  support  from  non-custodial  parents  whose  children  receive  public  welfare  (FAIM) 
assistance. 

6)  Longevity  Correction  -  This  addition  corrects  a  miscalculation  of  longevity  payments  in  the  initial  determination  of 
present  law  personal  services.  If  longevity  had  been  correctly  calculated,  these  funds  would  have  been  included  in  the 
statewide  adjustments  above. 
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Child  Support  Enforcement  Divlsian 

Presetit  Law  Description 

Present  Law 

Adjustments 
Fiscal  1998 

Adjustments 

Adjustments 
Fiscal  1999 

Statewide  Present  Law  Adjustments 

Liaison  M 

144,874 
(2.342) 
56.896 

$199,428 

131.479 

205.646 

7,195 

$344,320 

$165,654 

$709,402 

157.714 

1.595 

56.896 

$216,205 

131.479 

205.646 

7.195 

$344,320 

$147,302 

$707,827 

01  Personal  Services 

02  InHation  /  Deflation 

03  Fixed  Costs 

Total  Statewide  Adjustments 
Significant  Present  Law  Adjustments 

04  79280   Obra  Medical  And  Foster  Care 

05  79281    Faim  Liaison  Positions  (Oto) 

06  79282    L-ongevity  Correction 

Total  Significant  PL  Adjustments 
Other  Base  Adjustments 

Grand  Total  Present  Law  Adjustments 
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Other  Base  Adjustments  -  Increases  are  for  contracted  services  for  hearings  officers,  locate  activities,  data  programming, 
customer  service,  and  servers  of  legal  processes. 
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Department  of  Public  Health  &  Hi 

^gislative  Budget  New  Proposals 

lunan  Serv 

ices 

Fiscal  1998 

Child  Support  Enforcement  Division 

Fiscal  1999 

New  Proposal  Description 

FTE 

(jeneral 
Fund 

aher 
Funds 

lotal 
Funds 

(jeneral                Other 
FTE             Fund                 Funds 

lotal 
Funds 

01  Missoula  District  Court 
Sb  374  --  Child  Support 

02  Provisions  Of  Federal  Pers 

Total  For  New  Proposals 

4.00 
4.00 

8,500 
$8,500 

16,500 

172,210 

$188,710 

25,000 
172,210 

$197,210 

9.00                                       472,577 
9.00                                     $472,577 

472,577 

$472,577 

New  Proposals 

1)  Missoula  District  Court  -  The  legislature  added  $25,000  ($8,500  general  fund  and  $16,500  federal  funds)  as  a  restricted, 
one-time-only  biennial  appropriation  to  fund  a  project  with  the  Missoula  District  Court  to  interface  electronically  with  this 
division. 

2)  SB374  -  Child  Support  Provisions  of  Federal  Personal  Responsibility  and  Work  Opportunity  Reconciliation  Act  of  1996  - 
The  legislature  added  4.0  FTE  and  $172,210  in  fiscal  1998  and  9.0  FTE  and  $472,577  in  fiscal  1999  to  implement  the  child 
support  enforcement  provisions  of  federal  welfare  reform.  The  funding  is  34  percent  state  special  revenue  and  66  percent 
federal  funds.  The  funding  and  staff  will  be  used  to:  1)  establish  and  operate  a  directory  of  new  hires;  2)  establish  and  operate 
a  central  support  registry  of  all  child  support  orders;  3)  establish  and  operate  a  central  income  withholding  collection/cashier 
system  on  a  statewide  basis;  4)  establish  and  operate  enhanced  financial  institutions  and  utilities  interfaces  for  the  purpose 
of  locating  non-custodial  parents;  and  5)  issue  orders  to  withhold  income  two  days  after  receiving  notice  that  obligors  have 
become  employed. 

Language 

"The  appropriation  provided  for  the  Child  Support  Enforcement  Division  is  contingent  upon  funds  being  used  to  achieve 
program  performance  targets  as  outlined  by  the  legislature  in  the  general  appropriations  act  for  the  1999  biennium.  The 
department  shall  provide  semiannual  reports  to  the  Office  of  Budget  and  Program  Planning  and  the  Legislative  Fiscal 
Division  on  progress  towards  achievement  of  these  performance  targets  with  explanations  for  any  significant  variances." 

"The  legislature  recognizes  that  parties  who  are  not  required  to  participate  in  the  IV-D  program  are  choosing  to  use  program 
services.  The  legislature  intends  that  these  parties  help  defray  the  costs  associated  with  provision  of  services.  If  the  Child 
Support  Enforcement  Division  (CSED)  projects  that  state  special  revenue  may  be  insufficient  to  fund  appropriations,  the 
CSED  shall  implement  a  plan  to  charge  fees  and  recover  costs  from  parties  who  receive  CSED  services." 
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Health  Policy  &  Services  Division 

Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Toul 

Total 

Budget 

Adjustment 

Proposals 

Leg.  Budget 

Adjustment 

Proposals 

Leg.  Budget 

Leg.  Budget 

Budget  Item 

Fiscal  1996 

Fiscal  1998 

Fiscal  1998 

Fiscal  1998 

Fiscal  1999 

Fiscal  1999 

Fiscal  1999 

Fiscal  98-99 

FTE 

110.97 

1.50 

5.00 

117.47 

1.50 

5.00 

117.47 

117.47 

Personal  Services 

4,019.753 

301.278 

167,960 

4.488,991 

308.847 

167.978 

4.496.578 

8,985,569 

Operating  Expenses 

8.724,949 

1.216.315 

2,274,128 

12,215,392 

1,464.642 

2.010.949 

12,200,540 

24,415,932 

Equipment 

176,310 

(67.015) 

2,500 

111,795 

(67,015) 

109,295 

221,090 

Grants 

5.123,295 

1.102,630 

6,225.925 

1,222.827 

6,346,122 

12,572,047 

Benefits  and  Claims 

196,014,955 

(2.426,555) 

1,506,728 

195.095,128 

5.138.192 

3.798.168 

204,951,315 

400,046,443 

Total  Costs 

$214,059,262 

$126,653 

$3,951,316 

$218,137,231 

$8,067,493 

$5,977,095 

$228,103,850 

$446,241,081 

General  Fund 

47,671,392 

(2.602.617) 

1,206,444 

46,275,219 

(2,360,715) 

1,728,165 

47,038,843 

93,314,062 

State/Other  Special 

9,363,002 

(104.960) 

(500,000) 

8,758,042 

300.430 

(481,380) 

9.182,052 

17,940,094 

Federal  Special 

157.024.868 

2,834,230 

3.244.872 

163,103.970 

10.127.778 

4.730.310 

171,882,955 

334,986,925 

Total  Funds 

$214,059,262 

$126,653 

$3,951,316 

$218,137,231 

$8,067,493 

$5,977,095 

$228,103,850 

$446,241,081 

Program  Description 

The  Health  Policy  and  Services  Division  plans  and  implements  statewide  health  policy.  It  provides  a  wide  range  of 
preventive,  primary  and  acute  care,  and  public  health  services  to  the  public.  Services  are  provided  through  private  and  public 
providers.  The  division  administers  the  acute  and  primary  care  components  of  the  Medicaid  Program.  Public  health  is 
administered  at  the  state  and  county  level  through  public  health  agencies,  pursuant  to  statutory  authority  in  Title  50,  MCA. 

The  Medicaid  Program  is  a  voluntary  state/federal  partnership  to  provide  and  finance  medical  services  to  the  aged,  blind, 
disabled,  or  poor.  The  Medicaid  Services  Bureau  operates  38  Medicaid  medical  programs  through  more  than  8,000  providers. 
To  be  eligible  for  Medicaid,  an  individual  must  meet  income  and  resource  guidelines  and  be  included  in  a  family  with 
dependent  children  or  be  determined  by  SSI  to  be  elderly  or  disabled.  The  Medicaid  Program  served  an  average  of  27,900 
children  and  33,300  adults  on  a  monthly  basis  in  fiscal  1996.  Statutory  authority  for  the  program  is  provided  in  Title  53, 
Chapter  6,  MCA  and  Title  XIX  of  the  Social  Security  Act  (42  USC.  1396,  et  seq.). 

The  Medicaid  Services  Bureau  develops  and  implements  fully  integrated  managed  care  programs.  Passport  is  the  primary 
care  case  management  program  and  includes  approximately  70  percent  of  all  Medicaid  recipients.  An  HMO  option  for 
physical  health  services  includes  three  private  HMOs  that  deliver  services  under  a  ftjlly-capitated  model. 

The  Financial,  Operations,  and  Support  Services  Bureau  manages  the  acute  and  primary  care  components  of  the  Medicaid 
program  and  the  public  health  program  budget,  which  includes  the  Health  Prevention  and  Services  Block  Grant  (HPSBG), 
and  the  Maternal  and  Child  Health  Block  Grant  (MCHBG).  In  addition,  the  bureau  manages:  1)  the  Montana  Management 
Information  System  (MMIS),  which  processes  all  Medicaid  medical  claims  for  payment;  2)  the  Medicaid  Hospital  Program; 
3)  the  Medicare  Buy-In  Program;  4)  the  Clinic  Services  Program;  5)  the  Indian  Health  Services  payments;  and  6)  the 
Federally  Qualified  Health  Centers  program.  The  bureau  also  manages  all  computer  systems  for  the  division. 

The  Communicable  Disease  Control  and  Prevention  Bureau  is  responsible  for  programs  related  to  detection,  control,  and 
prevention  of  communicable  diseases.  This  bureau  consists  of  the  following  programs:  1)  The  Sexually  Transmitted  Disease 
(STDVHIV  Prevention  and  Sexual  Assault  Prevention  program;  2)  the  Immunization  Program;  3)  the  epidemiology  (disease 
control)  program;  and  4)  the  Food  and  Consumer  Safety  Section,  which  works  with  local  county  health  departments  to  ensure 
that  healthful  conditions  exist  in  public  establishments. 
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The  Family  and  Community  Health  Bureau  administers  health  programs  for  women,  children,  and  families  and  administers 
the  Title  V,  MCHBG;  Title  X,  Family  Planning;  and  the  U.S.  Department  of  Agriculture's  Women,  Infants,  and  Children 
(USDA  -  WIC)  food  program.  The  WIC  program  provides  nutrition  education  and  prescribed  foods  to  low-income  pregnant 
and  breast-feeding  women,  infants,  and  children.  The  family  planning  program  provides  preventive  and  reproductive  health 
services  to  prevent  sexually  transmitted  diseases,  health  problems,  and  unwanted  or  mistimed  pregnancies.  The  special  health 
services  program  identifies  children  (from  birth  to  18  years  of  age)  who  have  special  health  care  needs  and  provides  medical 
services.  The  Perinatal  and  Infant  Health  program  includes  the  Montana  Initiative  for  Abatement  of  Mortality  in  Infants 
(MIAMI)  Project,  and  improves  pregnancy  outcome  among  women  and  infants.  The  Pre-school  and  School  Health  program 
provides  dental  and  other  health  related  technical  assistance  to  schools.  The  Childhood  Lead  Poisoning  Prevention  Project 
is  administered  by  contract  with  Butte-Silver  Bow  County.  The  Community  Development  program  provides  technical 
assistance  to  county  governments  and  administers  the  MCHBG. 

The  Health  Systems  Bureau  establishes  the  state's  public  health  policy  and  implements  programs  that  promote  the  health  of 
Montanans  by  controlling  chronic  diseases  and  injuries.  The  bureau  analyzes  health  conditions,  assists  communities  in  setting 
health  priorities,  and  promotes  healthy  behavior.  The  Chronic  Disease  Prevention  and  Health  Promotion  program  addresses 
cancer,  diabetes,  and  tobacco  control;  health  education;  nutrition;  and  chronic  disease  surveillance.  The  Emergency  Health 
Services  and  Injury  Prevention  program  is  responsible  for  a  statewide  emergency  medical  services  system.  The  Health 
Assessment  and  Resource  Development  program  administers  the  Certificate  of  Need  process,  which  evaluates  and  regulates 
the  type  and  quality  of  health  care  services.  The  program's  primary  care  office  works  to  improve  primary  health  care, 
especially  in  rural  areas.  The  bureau  also  administers  the  HPSBG. 

Program  Narrative 

The  legislature  provided  an  overall  $4.1  million  increase  in  this  division's  budget  from  fiscal  1996  to  1998  and  an  additional 
$10.0  million  increase  from  fiscal  1998  to  1999.  Table  8  presents  the  division's  biennial  budget  by  fund  type  in  five  service 
areas:  Medicaid,  Health  Systems,  Family  and  Community  Health,  Communicable  Disease  Control  and  Prevention,  and 
Division  Administration,  and  compares  changes  in  total  expenditures  by  function  from  fiscal  1996  to  1998  and  fiscal  1998 
to  1999.  The  percent  change  figures  for  fiscal  years  1996  through  1998  represent  a  two-year  time  period,  while  the  percent 
change  figures  for  FY  98-99  represent  one  year.  As  can  be  seen  in  this  table,  large  percentage  changes  occurred  in  the  Health 
Systems,  Family  and  Community  Health,  and  Communicable  Disease  Control  and  Prevention  service  areas. 
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Table  8 

Health  Policy  &  Senices  Division 

FY  96  Actual  Expenditures  and  1999  Biennium  HB  2  Appropriation  by  Service  Area 

Service  Area 

GtnenU 
Fund 

Fbc«l  199«  But  Eiptodittsni 
Sute 
Special              Federal 

TOTAL 

Hsc*! 
General 
Fund 

19M  Ugbia 

Sate 

Special 

7.927.613 

43,927 

250.000 

536.502 

0 

0 

live  Approprialioa 

Federal             TOTAL 

Fiscal  1999  LepslaUve  Approprli 
General             Soie 

Fund          Special              Federal 

lUOD 

TOTAL 

198.081.323 

3.936.605 

22.032.510 

4.107.600 

378.637 

Medicaid  (1) 

Health  Systenu 

Family  it  Conununity  Health 

Comm,  Disease  &  Prevenoon 

Division  Admimstntioa 

Unallocated  (2) 

45,311.495 

685.803 

1.033.348 

392.848 

247.898 

0 

8.837.262 

33.927 

0 

491.813 

0 

0 

137.223.077 

1.742.358 

15.647.048 

2.253.353 

159.032 

0 

191.371.834 

2.462.088 

16.680.396 

3.138.014 

406.930 

Q 

44.172.481 

621.810 

1.235.883 

436.354 

235.062 
Ci2tlZ2J 

136.267.004 

3.242.762 

20.365.242 

3.079.184 

146.656 

U22 

188.367.098 

3.908.499 

21.851.125 

4.052.W0 

381.718 

C423.2iS) 

44.947.856 
622.266 
1.234.124 
437.456 
233.089 
[435.947J 

8.333.003 

62.547 

250.000 

536.502 

0 

0 

144.800.464 

3.251.792 

20.548.386 

3.133.642 

145.548 

3.123 

Total  Division 

47,(171,192 

9,3(i3,nn2 

1^7  024  868 

314  059  767 

4fi27'i21R 

8  758  042 

Ifil  im,971 

21fl,  117  231 

47,fl3fi,B44 

0  187  057 

ni,RR2,933 

22R  103  K\ 

%  Change  by  Fund  Type 
Fiscal  1996  •  1998 
Fiscal  1998  ■  1999 

u  Ailmimsmioo  and  Mediuxl  benefits 

Je  across -the -board  opcraung  cxperuc  reduction  ud  lontcviiy 

luv  be  ailocaicd  ihrourhoui  the  division 

■2-93* 

-6  46* 

3.87* 

1  91% 

1  65% 

4.84% 

5.38% 

4  57% 

1)  Inelulei  Medicai<l  Scrvius  Sulci 

2)  Fiscal  yein  199«  and  1999  ukIin 
cofKClion  adiustmcfll    TlieK  cotu  r 
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Medicaid 

The  expenditures  contained  in  this  service  area  include  Medicaid  benefits  and  administration.  Total  expenditures  for  this 
service  decrease  $3.0  million  from  fiscal  1996  to  1998  and  increase  $9.7  million  from  fiscal  1998  to  fiscal  1999. 

Administrative  changes  include:  1)  an  additional  $234,688  in  fiscal  1998  and  $348,791  in  fiscal  1999  for  present  law 
adjustments  relating  to  increased  costs  for  pharmacy  management  contracts,  physical  health  managed  care  management 
contracts,  and  an  independent  assessment  of  the  primary  physical  health  managed  care  program  (Passport)  in  fiscal  1999; 
and  2)  an  additional  $536,850  in  fiscal  1998  and  $282,850  in  fiscal  1999  for  legislative  initiatives  and  new  proposals  endorsed 
by  the  legislature  for  detecting  and  correcting  diagnostic  related  grouping  (DRG)  upcoding,  DRG  rebasing,  external  quality 
review  organization  contracts,  increasing  pharmacy  rebate  collection  efforts,  and  implementing  a  medical  savings  account 
program  for  Medicaid  recipients  as  provided  in  HB  538  passed  by  the  1997  legislature.  The  present  law  and  new  proposal 
explanations  presented  later  in  this  narrative  provide  more  detailed  information  on  each  adjustment. 

Medicaid  benefits  managed  by  the  Health  Policy  &  Services  Division  are  summarized  on  Table  9.  Total  Medicaid  benefits 
in  this  division  are  budgeted  to  decrease  approximately  $3.8  million  from  fiscal  1996  to  fiscal  1998  and  increase  $9.9  million 
from  fiscal  1998  to  fiscal  1999.  The  overall  decrease  from  the  base  year  expenditures  is  due  to  the  transfer  of  Medicaid 
benefits  to  the  Addictive  and  Mental  Disorders  Division  to  fund  a  portion  of  the  mental  health  managed  care  contract. 
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Table  9 
Health  Policy  &.  Services  Division 
Medicaid  Benefits  by  Fund  Type 
Fiscal  Years  19%,  1998,  &  1999 


Medicaid  Benefit 


FIscil  1996  Bise  Expenditures 
General  Suie 

Fund  Speciil  Federal 


Fiscal  1998  LegLsiative  AppropriatiOD 
General  State 

Fund  Special  Federal  TOTAL 


Fiscal  1999  Legislative  Appropriation 
General  Suie 

Fund         Special  Federal 


TOTAL 


Pnmary  Care  $41,527,880  $8,759,403  $117,837,538  $168,124,821 

Medicaid  Elig  Ed  Costs  $0  $0  $846,905  $846,905 

Indian  Health  Service  $0  $0  $10,984,643  $10,984,643 

Medicare  Buyin  $2,396,152  $0  $5,522,933  $7,919,085 


Total  Benefits 

%  Change  by  Fund  Type 
Fiscal  1996  ■  1998 
Fiscal  1998  ■  1999 


$43,924,032   $8,759,403    $135,192,019    $187,875,454 


$39,204,897  $7,927,613  $111,095,325  $158,227,835 

$317,466  $0  $746,785  $1,064,251 

$0  $0  $15,984,643  $15,984.6*3 

$2,612,277  $0  $6,144,939  $8.757JI6 


$42,134,640   $7,927,613    $133,971,692    $184,033  945 


•9.50% 


$39,952,319  $8,313,003  $119,088,068  $167,353,390 

$33U55  $0  $815,749  $1,147,004 

$0  $0  $15,984,643  $15,984,643 

$2,716,192  $0  $6,688,903  $9,405,095 


$42,999,766   $8,313,003    $142J77J63    $193,890,132 


2  05%  4  86% 
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Table  9  here 
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Medicaid  Primary  Care  benefits  include  services  such  as  hospitalization,  doctors,  and  prescription  drugs.  Primary  care 
decreases  $9.9  million  from  fiscal  1996  to  fiscal  1998  and  increases  $9.1  million  from  fiscal  1998  to  fiscal  1999.  The 
legislature  authorized  increases  for  a  budget  adjustment  for  costs  inadvertently  omitted  in  the  executive  budget,  caseload 
growth,  and  a  1.5  percent  per  year  provider  rate  increase.  The  increases  are  offset  by  the  transfer  of  Medicaid  funds  to  the 
Mental  Health  Managed  Care  program. 

Medicaid-eligible  costs  are  reimbursements  to  schools  for  medically  necessary  services  provided  to  Medicaid-eligible 
children.  The  legislature  transferred  the  general  fund  match  previously  budgeted  in  the  Office  of  Public  Instruction  to  the 
Department  of  Public  Health  and  Human  Services. 

Indian  health  benefits  reimburse  the  Indian  Health  Service  for  medical  services  provided  to  Medicaid-eligible  persons  on  the 
Flathead,  Blackfeet,  Rocky  Boy,  Fort  Belknap,  Crow,  Northern  Cheyenne,  and  Fort  Peck  Indian  reservations.  These  are 
ftinded  100  percent  with  federal  funds.  The  significant  increase  in  this  benefit  is  attributable  to  projected  cost  increases. 

The  Medicare  buy-in  pays  for  Medicare  Part  B  premiums  for  Medicaid-eligible  persons  who  are  65  years  of  age  or  older. 
Medicare  (federal  funds)  then  pay  for  80  percent  of  their  medical  expenses,  leaving  a  liability  of  only  20  percent  for  Medicaid 
which  is  partially  funded  with  general  fund. 

Health  Systems 

The  total  funding  for  the  Health  Systems  function  increased  by  approximately  $1 .4  million  for  fiscal  1998,  compared  to  fiscal 
1996.  This  increase  is  primarily  due  to  increases  in  federal  grants  for  on-going  programs  such  as  breast  and  cervical  cancer 
prevention  (which  increased  by  286  percent),  emergency  medical  services,  chronic  disease  control  (such  as  diabetes)  and 
tobacco  control. 

Family  and  Community  Health 

Total  funding  for  the  Family  and  Community  Health  function  increased  by  $5.2  million  for  fiscal  1998  compared  to  fiscal 
1996.  This  increase  is  primarily  due  to  additional  funding  for  the  Women,  Infants  &  Child  (WIC)  nutrition  program.  Total 
benefits  budgeted  for  the  WIC  program  are  $1 1,061,183  each  year  of  the  1999  biennium.  These  benefits  are  funded  100 
percent  from  federal  funds. 

Communicable  Disease  Control  and  Prevention 

The  budget  for  this  function  increased  by  approximately  $0.9  million  for  fiscal  1998  compared  to  fiscal  1996.  This  change 
was  primarily  due  to  increases  in  federal  funding  for  immunization  contracts,  the  HIV  prevention  project,  and  rape  prevention 
and  education. 

Funding 

The  division  is  funded  with  approximately  20.9  percent  general  fund,  4.0  percent  state  special  revenues,  and  75.1  percent 
federal  funds  in  the  1999  biennium.  Table  10  details  the  program's  numerous  funding  sources. 
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Table  10 

Division  of  Health  Policy 

and  Services 

House  Bill  2  -  Funding  Source  Breakdown 

Accounting 

Entity 

Fund  Source 

Fiscal  1998 

Fiscal  1999 

General  Fund 

$46,275,219 

$47,038,842 

State/Other  Special  Revenue  (SSR) 

2048 

County  Levy  (Public  Assistance) 

$7,927,613 

$8,313,003 

2059 

EMT  Certification 

43,927 

43,927 

2199 

DHES  Food  and  Consumer 

70,000 

70,000 

2344 

Local  Health  Care 

150,000 

150,000 

2462 

Food/Lodging  License 

466,502 

466,502 

2851 

Baby  Your  Baby 

100,000 

100,000 

2999 

SSR  -  Undesignated 

0 

38,620 

Subtotal 

$8,758,042 

$9,182,052 

Federal  Funds 

3004 

EMS  Data  Injury 

$135,788 

$128,127 

3026 

Family  Planning  -  Title  X 

969,423 

970,186 

3027 

WIC 

15,768,998 

15,890.205 

3030 

Health  Prevention  and  Services 

1,220,513 

1,226,711 

3031 

Maternal  and  Child  Health 

2,584,366 

2,644.593 

3043 

BRFSS  -  DOT  Contract 

5,000 

5,000 

3159 

Tuberculosis  Grant 

119,878 

120,308 

3239 

Chronic  Disease 

62.000 

65,000 

3258 

Diabetes  Control 

258,099 

272,707 

3273 

Primary  Care  Services 

218,907 

219,026 

3274 

Ryan  White  Act,  Title  11 

129,047 

129,009 

3317 

EMS  -  Highway  Traffic  Safety 

100,000 

100,000 

3321 

MT  Lead  Poisoning  Prevention 

265,000 

265,000 

3336 

Food  Inspection  Program 

37,500 

37,500 

3580 

Medicaid  Administration  50% 

2,505,173 

2.433,883 

3582 

Medicaid  Benefits  100% 

15,984,643 

15,984,643 

3583 

Medicaid  Benefits  FMAP 

117.931,633 

126,536.554 

3822 

Tobacco  Control 

297,050 

307,045 

3929 

Seroprevalence/Surveillance 

99,143 

99,113 

3936 

Vaccination  Program 

1,083,638 

1,083,646 

3937 

STD  Program 

251,977 

255,870 

3938 

AIDS 

1.106,861 

1,156.935 

3947 

Breast  and  Cervical  Cancer 

1,368,782 

1.373.964 

3999 

Federal  Funds  -  Undesignated 

600,550 

577.930 

Subtotal 

$163,103,969 

$171,882,955 

TOTAL 

$218,137,230 

$228,103,849 

General  fund  is  used  to  match  federal  Medicaid  benefits,  partially  support  administrative  costs,  and  fund  portions  of  certain 
public  health  programs.  General  fund  decreases  $1.4  million  from  fiscal  1996  to  fiscal  1998  and  increases  $0.7  million  from 
fiscal  1998  to  fiscal  1999  primarily  due  to  adjustments  to  Medicaid  administrative  costs  and  benefits  (as  summarized  in  the 
program  narrative  section).  The  projected  increase  in  the  FMAP  rate  also  has  a  positive  impact  on  reducing  general  fund 
requirements  in  the  1999  biennium. 

State  special  revenues,  listed  in  Table  10,  include  funds  generated  from  licensing  fees  for  food  and  lodging  facilities  and 
emergency  medical  technicians  (EMT)  certifications.  Baby-Your-Baby  revenues  are  from  contractual  Medicaid  funds  and 
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private  donations.  State  special  revenues  also  include  the  public  assistance  9-mill  levy  revenue  from  the  12  state-assumed 
counties  as  provided  in  section  53-2-813,  MCA.  This  revenue  supplies  part  of  the  state  match  for  primary  care  Medicaid 
benefits. 

Federal  fiands  include  the  Maternal  and  Child  Health  Block  Grant  (MCHBG)  and  the  Health  Prevention  and  Services  Block 
Grant  (HPSBG).  The  MCHBG  provides  funding  for  programs  for  family,  community,  children,  and  perinatal  health 
concerns,  including  financial  support  to  county  public  health  programs,  the  MIAMI/perinatal  program,  Childrens'  Special 
Health  Services,  family  plarming,  and  administrative  duties.  Table  1 1  presents  the  1997  legislative  allocation  of  the  MCHBG 
in  the  1999  biennium. 


Table  1 1 

Maternal  and  Child  Health 

Block  Grant  Expenditures 

Legislative  Budget 


Fiscal  1998     Fiscal  1999 


Division  Administration  (Cost  Allocated) 

Health  Systems  Bureau  Admin. 

Health  Planning 

Family  and  Community  Health  Bureau  Admin* 

Family  Planning 

MIAMI/Perinatal 

Children's  Special  Health  Services 

Total  Expenditures 

*  Includes  county  public  health  support 


$46,799 

$46,421 

26,783 

26,897 

49,622 

49,504 

1,284,468 

1,285,402 

28,951 

28,969 

165,161 

213,666 

982,582 

993,734 

$2,584,366 

$2,644,593 

The  HPSBG  provides  fiinding  for  emergency  medical  services,  chronic  and  communicable  disease  prevention,  family 
planning,  community  health  issues,  and  administrative  duties.  Table  12  presents  the  1997  legislative  allocation  of  the  HPSBG 
for  the  1999  biennium. 
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Federal  categorical  grants,  which  fund  designated  programs  within  the  division,  include  Title  X  Family  Planning, 
Vaccination,  AIDS,  Breast  and  Cervical  Cancer,  Tobacco  Control,  Diabetes  Control,  Tuberculosis,  emergency  medical 
services,  Montana  Lead  Poisoning  Prevention,  and  Sexually  Transmitted  Disease  Prevention. 


Table  12 

Health  Prevention  and  Services 

Block  Grant  Expenditures 

Legislative  Budget 

Health  Policy  and  Services  Division                       Fiscal!  998     1 

=iscal  1999 

Division  Administration 

$46,760 

$46,421 

Health  Systems  Bureau  Administration 

97,632 

97,609 

Health  Planning 

49,622 

49.504 

Medical  Advisor  Unit 

84,954 

85,084 

Emergency  Medical  Services 

195,994 

199,568 

Chronic  Disease 

242,597 

245,446 

Family  and  Community  Health  Bureau  Admin. 

45,908 

45,908 

Family  Planning 

204,797 

204,802 

Communicable  Disease  Control  Bureau  Admin. 

93,780 

93,932 

AIDS  Prevention  Grant 

14,952 

14.948 

Tuberculosis 

29,764 

29,739 

Sexual  Assault 

21,351 

21,351 

Rape  Prevention  and  Education 

92,400 

92,400 

Total  Expenditures 

$1,220,511 

$1,226,712 

Present  Law 

4)  Medicaid  Volume  Increase  -  The  legislattjre  added  $2,794,091  in  fiscal  1998  and  $9,625,294  in  fiscal  1999  for  increases 
in  primary  and  acute  care  medical  services,  reimbursed  approximately  70  percent  by  Medicaid.  The  type  of  change  reflective 
in  this  adjustment  includes  an  increase  in  the  number  of  people  eligible  for  Medicaid,  an  increase  in  the  number  of  services 
per  recipient,  a  change  or  shift  in  the  type  of  person  eligible  (from  AFDC  to  Disabled,  for  example),  and  a  change  or  shift 
in  the  overall  service  mix.  Provider  rate  increases  are  included  in  the  new  proposals  section. 

5)  Transfer  Medicaid  Funds  to  Mental  Health  Managed  Care  -  The  legislature  transferred  $21,302,859  in  fiscal  1998  and 
$21,793,793  in  fiscal  1999  from  the  primar>  and  acute  care  Medicaid  budget  to  the  Addictive  and  Mental  Disorders  Division 
to  fund  the  Medicaid  portion  of  the  Mental  Health  Managed  Care  contract.  The  narrative  in  the  Addictive  and  Mental 
Disorders  Division  contains  a  description  of  the  Mental  Health  Managed  Care  program  and  its  funding  structure. 
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6)  Medicaid  Authority  for  Outreach  -  The 
legislature  increases  spending  authority  by 
$200,000  each  year  of  the  biennium  for  federal 
Medicaid  used  to  match  private  funds  raised  by 
Healthy  Mothers  Healthy  Babies  (HMHB).  The 
funds  are  used  for  outreach  activities  and 
education  of  Medicaid-eligible  individuals 
regarding  healthy  lifestyles  and  healthy 
behaviors. 

7)  FCS  -  Local  Health  Board  Activities  -  The 
legislature  increases  funding  by  $40,000  each 
year  of  the  biennium  within  the  Food  and 
Consumer  Safety  Program  (FCS)  for  local 
health  board  inspections.  This  authority  allows 
100  percent  expenditure  of  the  anticipated  state- 
licensed  establishment  fees  used  to  fund 
mandatory  food  establishment  inspections  and 
for  participation  in  preventive  health  programs 
for  licensed  establishments.  State  special 
revenues  fund  this  increase. 

8)  FCS  -  State  Health  Support  -  The  legislature 
increases  funding  by  $10,000  each  year  of  the 
biennium  to  allow  100  percent  expenditure  of 
the  state  share  of  establishment  licensure  fees. 
These  funds  will  be  used  to  support  local  health 
department  participation  in  the  inspection  and 
enforcement  programs  through  training  and 
education.  These  funds  are  state  special 
revenues. 

9)  Indian  Health  Service  Federal  Spending 
Authority  -  The  legislature  added  $5,000,000 
each  year  of  the  biennium  for  the  anticipated 
increased  Indian  Health  Services  (IHS) 
Program  expenditures.  The  department 
contracts  with  the  Billings  Area  IHS  to 
facilitate  payment  for  services  provided  to 
eligible  Native  American  Medicaid  recipients. 
Payment  for  these  services  is  100  percent 
federal  funds,  and  the  state  operates  as  a  pass- 
through  entity  in  paying  these  funds  for  the 
federal  government.  Base  year  expenditures 
were  $10,984,643. 

1 0)  Pharmacy  Management  Contracts  -  The 
legislature  added  $87,197  each  year  of  the 
biennium   for  three   pharmacy   management 

contracts:  1)  a  Drug  Utilization  Review  (DUR)  contract  with  the  Montana/Wyoming  Foundation  for  Medical  Care 
(MWFMC);  2)  a  contract  with  the  University  of  Montana  School  of  Pharmacy  and  Allied  Health  Sciences  to  recommend  a 
drug  formulary;  and  3)  a  contract  with  the  MWFMC  for  the  operation  of  a  drug  prior  authorization  program.  The  1995 
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Adjustments 

Adjustments 

Present  Law 

1  Description 

Fiscal  1998 

Fiscal  1999 

Statewide  Present  Law  Adjustments 

294,064 

301,633 

01 

Personal  Services 

02 

Inflation  /  Deflation 

19,917 

35,397 

03 

Fixed  Costs 

(6,295) 

(1,245) 

Total  Statewide  Adjustments 

$307,686 

$335,785 

Significant  Present  Law  Adjustments 

2,794,091 

9,625,294 

04 

91004 

Medicaid  Volume  Increase 

05 

91005 

Trf  Medicaid  Funds  To  Mental  Health  Mg 

(21,302,859) 

(21,793,793) 

06 

91010 

Medicaid  Authority  For  Outreach 

200,000 

200,000 

07 

91019 

Fes  Local  Health  Board  Activities 

40,000 

40,000 

08 

91026 

Fes  State  Health  Support 

Indian  Health  Service  Federal  Spending 

10,000 

10,000 

09 

91030 

Authority 

5,000.000 

5,000,000 

10 

91083 

Pharmacy  Management  Contracts 

87,197 

87,197 

11 

91095 

Passport  Independent  Assessment 
Dental,  Orthodontia  &  Audiology 

0 

140,000 

12 

91099 

Consultants 

2,700 

3,820 

13 

91299 

Operating  Expense  Reductions 

(430,463) 

(440,038) 

14 

91666 

Longevity  Correction 

7,214 

7,214 

15 

91730 

Hmo/Passport  Management  Contract 

147,491 

121,594 

16 

91732 

Medicaid  Eligible  Education  Costs 
Add  Opi  Gf  Match/Medicaid  Elig 

(100,120) 

(31,156) 

17 

91733 

Education  Costs 

317,466 

331,255 

18 

91734 

Medicare  Buy  In  Premium 

838,131 

1,486,010 

19 

91735 

Comsurance  &  Deductible 

7,105,054 

7,598,900 

20 

91736 

Hsb  Admmistrative  Reduction 

(33.877) 

(33,877) 

21 

91738 

Certificate  Of  Need 

46,123 

46,123 

22 

91741 

Emergency  Medical  Services 

(66,235) 

(62,661) 

23 

91742 

Chronic  Disease 

96,923 

102,414 

24 

91743 

Diabetes  Control 

89,828 

104,246 

25 

91744 

Tobacco  Control 

64,591 

74,541 

26 

91746 

Residency  Program  Transfer  To  U  System 

(100,000) 

(100,000) 

27 

91747 

Fch  Bureau  Administrative  Increases 

286,824 

286,824 

28 

91749 

Mch  Data  Utilization  Grant 

(40.000) 

(40,000) 

29 

91751 

Wic/Nutrition  Programs 

4,055,364 

4,175,561 

30 

91753 

Children's  Special  Health  Services 

(37,861) 

(37,861) 

31 

91754 

Genetics 

Communicable  Disease  Emergency 

65,272 

65.272 

32 

91756 

Response  Fund 

25,000 

25,000 

33 

91757 

Immunization  Contracts 

113,111 

113,111 

34 

91758 

Hiv  Prevention  Project 

550.000 

600,000 

35 

91759 

Sexually  Transmitted  Disease  Prevention 

35,872 

35,756 

36 

91760 

Tuberculosis  Prevention  Contracts 

46,615 

46,615 

Total  Significant  PL  Adjustments 

($86,548) 

$7,787,361 

Other  Base 

Adjustments 

($94,485) 
$126,653 

($55,653) 
$8,067,493 

Grand  Total  Pnsent  Law  Adjustments 
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legislature  added  $926,865  for  this  purpose  for  the  1997  biennium  and  reduced  projected  Medicaid  benefits  by  $3.4  million 
over  the  1997  biennium.  Base  year  expenditures  for  these  contracts  totaled  $252,095. 

1 1 )  Passport  Independent  Assessment  -  The  Passport  Program  is  one  of  the  state's  managed  care  programs.  The  legislature 
added  $140,000  in  fiscal  1999  to  contract  with  an  independent  entity  to  evaluate  the  Passport  Program  as  required  by  federal 
regulations.  The  current  contract  is  with  the  University  of  Montana,  which  also  supplies  part  of  the  state's  50  percent  match. 

12)  Dental.  Orthodontia,  and  Audiologv  Consultants  -  The  legislature  added  $2,700  in  fiscal  1998  and  $3,820  in  fiscal  1999 
for  consultant  services  to  the  department  for  audiology/hearing  aid  medical  necessity  reviews  and  for  technical  pediatric, 
dental,  and  orthodontia  program  review.  This  increase  is  funded  with  50  percent  general  fund  and  50  percent  federal  funds. 
The  expenditures  are  designated  for  contracted  services  with  an  audiologist  for  review  of  whether  a  requested  hearing  aid 
is  medically  necessary.  TTiis  consultant  serves  the  Children  with  Special  Health  Needs  program  and  insures  appropriate 
Medicaid  reimbursement  for  hearing  aids.  Pediatric  dental  reviews  will  also  be  conducted  with  these  funds. 

13)  Operating  Expense  Reduction  -The  legislature  implements  a  $2,000,000  per  year  across-the-board  reduction  of  general 
funded  operating  costs  for  the  agency  and  restricts  the  reduction  to  five  divisions,  including  this  division.  Operating  costs 
are  reduced  $430,463  in  fiscal  1998  and  $440,038  in  fiscal  1999. 

14)  Longevity  Correction  -  This  addition  corrects  a  miscalculation  of  longevity  payments  in  the  initial  determination  of 
present  law  personal  services.  If  longevity  had  been  correctly  calculated,  these  funds  would  have  been  included  in  the 
"statewide  adjustments"  above.  This  adjustment  is  funded  with  general  fund  totaling  $8,182  and  federal  special  revenue 
totaling  $6,246  in  the  1999  biennium. 

15)  HMO/Passport  Management  Contract  -  The  legislature  added  $147.491  in  fiscal  1998  and  $121,594  in  fiscal  1999  for 
cost  increases  in  the  contract  with  Unisys  Corporation  for  its  services  in  HMO/Passport  administration.    Base  year 

expenditures  totaled  $832,736  and  the  current  contract  allows  a  maximum  payment  of  $926,332  in  fiscal  1997.  The 
adjustment  allows  a  1.5  percent  increase  each  year  of  the  1999  biennium  from  the  fiscal  1997  level.  A  one  time  cost  of 
$40,000  to  update  HMO  actuary  rates  is  also  included. 

16  &  17)  Medicaid  Eligible  Education  Costs  -  The  legislature  reduced  base  expenditures  by  $100,120  in  fiscal  1998  and 
$31,156  in  fiscal  1999  due  to  projected  growth  rates  for  this  program.  Medicaid  pays  for  eligible  non-traditional  education 
costs  for  children.  The  legislature  transferred  state  matching  funds,  totaling  $3 1 7,466  in  fiscal  1998  and  $33 1 ,255  in  fiscal 
1999,  from  the  Office  of  Public  Instruction  (where  they  were  previously  budgeted)  to  the  Department  of  Public  Health  and 
Human  Services. 

18  &  19)  Medicare  Buy-In  Adjustments  -  The  original  Executive  Budget  included  a  request  for  Medicare  Buy-In  but 
excluded  a  request  for  co-insurance  and  deductibles,  even  though  it  recorded  fiscal  1996  base  year  expenditures  for  that  cost. 
When  the  executive  revised  its  Medicaid  estimates  during  the  budget  hearings,  it  discovered  its  error  and  included  a  request 
for  co-insurance  and  deductibles  in  its  revised  request.  The  legislature  approved  the  executive's  revised  request. 

The  legislature  increases  funding  for  Medicare  Buy-In  by  $838,131  in  fiscal  1998  and  $1,486,010  in  fiscal  1999.  This 
program  allows  the  state  to  pay  the  part  A  &  B  Medicare  premiums  on  behalf  of  individuals  who  are  eligible  for  both 
Medicare  and  Medicaid. 

Although  the  present  law  table  shows  an  additional  amount  approved  for  co-insurance  and  deductibles  of  $7. 1  million  in  fiscal 
1998  and  $7.6  million  in  fiscal  1999,  the  actual  increase  from  base  expenditures  is  approximately  $100,000  in  fiscal  1998 
and  $500,000  in  fiscal  1999.  The  primary  care  component  of  Present  Law  Adjustment  No.  4  (  Medicaid  Volume  Increase) 
is  understated  by  the  same  difference,  as  base  expenditures  for  co-insurance  and  deductibles  are  included  in  that  adjustment. 

20)  HSB  Administrative  Reduction  -  The  legislature  reduced  the  budget  by  $33,877  each  year  of  the  biennium  due  to 
completion  of  a  one-time  contract  in  the  Health  Systems  Bureau  for  Yellowstone  County  health  planning.  This  contract  was 
for  regionalizing  public  health  services  by  providing  services  in  rural  locations  not  previously  served. 
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21)  Certificate  of  Need  -  The  legislature  added  $46,123  each  year  of  the  biennium  to  pay  for  Certificate  of  Need  (CON) 
contested  case  hearings  officers  located  in  the  attorney  general's  office  and  for  an  update  to  the  CON  and  health  facility 
utilization  information  system  which  is  used  to  process  CON  applications.  The  legislature  designates  this  as  a  one-time-only 
appropriation  (not  to  be  included  in  1998  base  expenditures).  The  funding  for  this  adjustment  is  100  percent  general  fund. 

22)  Emergency  Medical  Services  (EMS)  -  The  legislature  approved  decreases  of  $66,235  in  fiscal  1998  and  $62,661  in  fiscal 
1999.  These  reductions  bring  the  base  level  of  spending  in  the  EMS  program  to  the  fiscal  1996  level.  This  adjustment 
reflects  a  lack  of  receipt  of  federal  funds  appropriated  by  the  previous  legislature. 

23)  Chronic  Disease  -  The  legislature  added  $96,923  in  fiscal  1998  and  $102,414  in  fiscal  1999  in  federal  chronic  disease 
grant  funds  to  increase  contracted  services  for  data  collection,  statistical  analysis,  and  training  and  conferences;  and  for 
increased  expenditures  at  the  local  level.  These  federal  funds  will  be  utilized  to  expand  the  data  and  statistical  base  for 
determining  factors  contributing  to  health  risks  in  Montana.  Planned  expenditures  are  for  contracted  services  with  private 
and  non-profit  entities. 

24)  Diabetes  Control  -  The  legislature  added  $89,828  in  fiscal  1998  and  $104,246  in  fiscal  1999  to  allow  authority  for 
increased  expenditures  in  the  federal  diabetes  control  grant.  Funds  will  be  used  for  health  communications  and  marketing 
of  diabetes  control  programs,  and  for  expansion  of  community-based  prevention  and  control  programs. 

25)  Tobacco  Control  -  The  legislature  added  $64,591  in  fiscal  1998  and  $74,541  in  fiscal  1999  to  allow  authority  for 
increased  expenditures  in  the  federal  tobacco  control  grant.  Funds  will  be  used  for  providing  services  to  reduce  access  and 
use  of  tobacco  products,  in  particular  by  youth,  and  for  contracts  with  local  coalitions  for  comprehensive  tobacco  prevention 
and  control  projects. 

26)  Residency  Program  Transfer  to  University  System  -  The  legislature  transferred  $100,000  each  year  of  the  biennium  from 
the  department  to  the  Montana  University  System  for  the  Rural  Physician  Residency  Program.  The  funds  for  this  program 
will  reside  in  the  state  funds  allocation  to  the  Commissioner  of  Higher  Education.  This  transfer  is  entirely  funded  with 
general  fund. 

27)  FCH  Bureau  Administrative  Increases  -  The  legislature  added  $286,824  each  year  of  the  biennium  in  the  Family  and 
Community  Health  (FCH)  Bureau  to  provide  funding  for  four  contracts:  a  legislative  initiative  for  a  Local  County  Health  Care 
Provider  project;  a  contract  for  the  mandatory  toll-free  telephone  service  for  Healthy  Mothers  Healthy  Babies;  a  contract  for 
the  Pregnancy  Information  hot-line  telephone  project;  and  a  contract  with  the  Butte-Silver  Bow  City-County  Health 
Department  to  operate  the  childhood  lead  poisoning  prevention  program. 

28)  MCH  Data  Utilization  Grant  -  The  legislature  approved  decreases  of  $40,000  each  year  of  the  biennium  due  to 
elimination  of  the  maternal  and  child  health  (MCH)  data  utilization  grant,  which  ended  September  30,  1996.  This  grant 
funded  a  county  data  development  project  during  the  1997  biennium.  This  grant  was  funded  with  federal  funds. 

29)  WIC/Nutrition  Programs  -  The  legislature  added  $4,055,364  in  fiscal  1998  and  $4,175,561  in  fiscal  1999  for  authority 
to  spend  the  full  Women,  Infants,  and  Children  (WIC)  Program  federal  grant  in  advance  of  receiving  rebates  from 
manufacturers,  and  to  fund  projected  increases  in  benefit  levels  as  calculated  by  federal  formulas.  This  adjustment  is  100 
percent  federally  funded. 

30)  Children's  Special  Health  Services  -  The  legislature  approved  decreases  of  $37,861  each  year  of  the  biennium  due  to 
a  reduced  cost  of  specialty  clinic  consultations  ($  1 7,932  per  year),  a  reduction  in  projected  ftinding  requirements  for  ten  home 
visiting  projects  and  four  contracts  for  medical  specialty  clinics  for  children  with  cleft/craniofacial  and  cardiac  conditions 
($8,267),  and  a  decrease  in  the  funding  for  a  special  health  services  data  system  ($1 1,662).  The  fiscal  1996  expenditure  for 
these  items  was  $422,861.  These  reductions  are  in  federal  funds. 

31)  Genetics  -  The  legislature  added  $65,272  of  general  fund  for  each  year  of  the  biennium  for  the  Montana  Medical 
Genetics  Program  operated  by  Shodair  Hospital  in  Helena  to  provide  genetic  counseling  and  testing.  This  amount  is  based 
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on  the  fiscal  1996  collections  from  a  $0.70  fee  on  each  Montana  resident  insured  under  any  individual  or  group  disability 
or  health  insurance  policy  sold  that  is  used  to  fund  this  program.  Fees  are  deposited  to  the  general  fund.  Fiscal  1996  base 
year  expenditures  were  $549,042  for  this  program. 

32)  Communicable  Disease  Emergency  Response  Fund  -  The  legislature  approved  $25,000  each  year  of  the  biennium  to 
continue  the  communicable  disease  emergency  response  fund  authorized  by  the  1995  legislature,  which  allows  the  department 
to  respond  to  disease  outbreaks  and  other  health  emergencies  for  which  the  department  is  not  otherwise  funded.  The 
legislature  designates  this  item  as  a  biennial  appropriation,  restricted  to  the  usage  described  here.  The  funds  are  general  fund. 

33)  Immunization  Contracts  -  The  legislature  added  $1 13,1 1 1  each  year  of  the  biennium  to  fund  increased  contracts  with 
county  health  programs  to  provide  immunization  services,  and  for  pharmacy  contracts  to  store  and  distribute  the  vaccines. 
This  program  is  100  percent  federally  funded.  The  majority  of  the  increase  will  be  provided  to  county  health  departments 
that  provide  the  immunization  service. 

34)  HIV  Prevention  Project  -  The  legislature  added  $550,000  in  fiscal  1998  and  $600,000  in  fiscal  1999  for  the  HIV 
Prevention  Project  funded  by  a  federal  grant  from  the  Center  for  Disease  Control  (CDC).  This  grant  provides  for  HIV 
prevention  services  in  three  areas  of  program  activity:  I)  addressing  unmet  HIV  prevention  needs  that  have  been  identified 
through  HIV  prevention  community  planning;  2)  supporting  activities  designed  to  build  capacities  of  community-based 
organizations  and  other  local  service  providers  to  plan,  implement,  sustain,  and  evaluate  HIV  prevention  interventions;  and 
3)  expanding,  strengthening,  and  evaluating  the  HIV  prevention  community  planning  process.  Currently,  these  services  are 
being  provided  by  the  department  from  this  grant  through  authority  provided  by  a  budget  amendment.  This  adjustment,  added 
to  the  fiscal  1996  base  expenditures,  brings  the  total  expended  in  HIV/AIDS  prevention  to  $1,350,004  for  fiscal  1998  and 
$1,400,004  for  fiscal  1999. 

35)  Sexually  Transmitted  Disease  Prevention  Contracts  -  The  legislature  added  $35,872  in  fiscal  1998  and  $35,756  in  fiscal 
1999  to  fund  additional  laboratory  testing  costs  and  to  increase  contracts  with  local  health  care  providers,  funded  through 
an  expected  increase  in  the  federal  grant  award. 

36)  Tuberculosis  Prevention  Contracts  -  The  legislature  added  $46,615  each  year  of  the  biennium  for  additional  tuberculosis 
prevention  and  outreach  services  with  local  health  care  providers.  The  increase  is  made  possible  by  additional  funds  available 
through  the  federal  grant. 

New  Proposals 

1)  Breast  and  Cervical  Cancer  Prevention  -  The  legislature  added  2.0  FTE  and  $1,079,000  in  each  year  of  the  biennium  for 
a  breast  and  cervical  cancer  screening  program  to  detect  these  cancers  early,  when  they  are  most  treatable  and  survival  rates 
are  highest.  The  objective  is  to  achieve  a  breast  cancer  screening  rate  for  Montana  women,  age  40  and  over,  of  80  percent 
annually  and  a  cervical  cancer  screening  rate  for  Montana  women,  age  18  and  over,  of  88  percent  annually.  A  target 
population  of  women  currently  not  receiving  any  breast  and  cervical  cancer  screening,  primarily  due  to  cost,  will  be  funded 
for  screening.  This  population  is  primarily  women  over  50  years  of  age,  uninsured,  under-insured  and  in  minority  groups. 
Educational  efforts  will  also  be  conducted.  This  item  is  funded  with  100  percent  federal  funds. 

2)  Detect  and  Correct  PRO  Upcoding  -  The  legislature  approved  the  executive's  proposal  to  implement  a  system  for 
detecting  and  correcting  upcoding  in  diagnosis  related  grouping  (DRG)  codes  in  hospital  reimbursement.  This  addition  will 
be  used  for  specially  designed  software  and  contract  for  technical  assistance  to  run  the  software  and  prepare  Medicaid 
Management  Information  System  (MMIS)  claims  adjustments  related  to  upcoding  of  hospital  claims.  The  estimated  benefit 
savings,  $640,000  annually,  is  funded  with  general  fund  and  federal  funds  at  the  estimated  federal  medicaid  assistance 
percentage  (FMAP)  rate.  The  additional  operational  costs,  $149,250  annually,  are  funded  with  50  percent  general  fund  and 
50  percent  federal  Medicaid  administration  funds.  The  overall  1999  biennial  savings  is  $226,494  general  fund  and  $755,006 
federal  funds. 
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Fiscal  1998 

Fiscal  1999 

(jeneral 

Other 

Total 

(jeneral 

Other 

Total 

New  Proposal  Description 

PTE 

Fund 

Funds 

Funds 

FTE 

Fund 

Funds 

Funds 

Breast  &  Cervical  Cancer 

01 

Prevention 

2.00 

1,079,000 

1,079,000 

2.00 

1.079,000 

1,079,000 

02 

Detect&Correct  Drg  Upcoding 

(116,287) 

(374,463) 

(490,750) 

(110,207) 

(380,543) 

(490,750 

03 

Increase  Medicaid  Co-Payments 

(23,558) 

(55,415) 

(78,973) 

(22,807) 

(56.166) 

(78.973 

04 

Rape  Prevention  &  Education 

92,400 

92,400 

92,400 

92,400 

05 

Inpatient  Hospital  Rate  Increase 
Outpatient  Hospital  Rate 

199,432 

469,129 

668,561 

389,057 

958,094 

1,347,151 

06 

Increase 

Medicaid  Primary  Care 

81,209 

191,032 

272,241 

159,844 

393,634 

553,478 

07 

Provider  Rate  Increase 

388.148 

913,051 

1,301,199 

770,177 

1,896,641 

2.666,818 

08 

Medicaid  Funding  Switch 

500,000 

(500,000) 

500,000 

(500.000) 

09 

Chronic  Disease  Epidemiologist 

1.00 

50,550 

50,550 

1.00 

46,550 

46.550 

10 

Drg  Rebase 

External  Quality  Review 

87,500 

87,500 

175.000 

11 

Organizadon  Contract 

40,000 

40,000 

80.000 

40,000 

40,000 

80,000 

12 

Healthy  ChUd  Care  Grant 

50,000 

50,000 

50,000 

50,000 

13 

Ems  Data  Prevention  Grant 

1.00 

135,788 

135,788 

1.00 

128,127 

128,127 

14 

Rebate  Collection  Staff 
Reduce  Gf  Medicaid  Match  For 

1.00 

16,300 

16,300 

32,600 

1.00 

14,300 

14,300 

28,600 

15 

Rebate  Staff 
Hb538-Medicaid  Medical 

(16,300) 

(16.300) 

(14,300) 

(14,300 

16 

Savings  Account  Pilot 

50.000 

50,000 

100,000 

2,101 

(13,107) 

(11,006 

17 

Integration  Of  Data  Systems 

500,000 

500.000 

500,000 

500,000 

Total  For  New  Proposals 

5.00 

$1,206,444 

$2,744,872 

$3,951,316 

5.00 

$1,728,165 

$4,248,930 

$5,977,095 

3)  Increase  Medicaid  Co-payments  -  The  legislature  reduced  Medicaid  benefits  in  primary  and  acute  care  by  $78,973 
annually  and  directs  the  department  to  increase  co-payments  for  dental  (from  $1  to  $2),  physical  therapy  (from  $0.25  to 
$0.50),  occupational  therapy  (from  $0.25  to  $0.50),  speech  therapy  (from  $0.25  to  $0.50),  and  optometric  (from  $1  to  $2). 

4)  Rape  Prevention  and  Education  -  The  legislature  added  $92,400  each  year  of  the  biennium  for  the  federally  mandated 
Rape  Prevention  and  Education  Project  to  support  an  increased  grant  award  from  the  Centers  for  Disease  Control  and 
Prevention  (CDC).  This  federal  grant  provides  for  educational  seminars  and  information  materials,  operation  of  telephone 
hot  lines,  training  programs  for  professionals,  and  other  efforts  to  increase  awareness  of  facts  about,  and  how  to  prevent, 
sexual  assault.  This  item  is  funded  with  federal  funds  and  is  a  continuation  of  an  on-going  five-year  program. 

5)  Inpatient  Hospital  Rate  Increase  -  The  legislature  added  $668,561  in  fiscal  1998  and  $1,347,151  in  fiscal  1999  to  increase 
the  base  reimbursement  rate  for  inpatient  hospital  services  by  1 .5  percent  each  year  of  the  biennium. 

6)  Outpatient  Hospital  Rate  Increase  -  The  legislature  added  $272,241  in  fiscal  1998  and  $553,478  in  fiscal  1999  to  increase 
the  base  reimbursement  rate  of  the  outpatient  hospital  system  by  1 .5  percent  each  year  of  the  biennium.  The  outpatient 
hospital  system  was  recently  changed  to  move  reimbursement  for  most  services  from  a  cost-based  system  to  a  prospective 
payment  system. 

7)  Medicaid  Primarv  Care  Provider  Rate  Increase  -  The  legislature  added  $1,301,199  in  fiscal  1998  and  $2,666,818  in  fiscal 
1999  to  increase  the  base  reimbursement  rate  for  Medicaid  primary  care  providers  (non-hospital)  by  1.5  percent  each  year 
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of  the  biennium.  The  rate  increase  will  be  distributed  in  two  ways.  For  primary  care  providers  who  were  included  in  the 
Resource  Based  Relative  Value  Scale  (RBRVS)  study,  such  as  physicians  and  mid-level  practitioners,  the  increase  will  be 
distributed  in  accordance  with  HB  2  language  requiring:  1)  that  the  RBRVS  physician  provider  rate  system  be  phased-in 
over  the  1999  biennium;  and  2)  specific  parameters  limiting  reimbursement  changes  each  year  of  the  1999  biennium.  For 
non-RBRVS  providers,  the  rate  increase  will  be  distributed  after  negotiation  with  each  provider  group  to  address  the  areas 
of  greatest  concern  to  the  department  and  the  providers. 

8)  Medicaid  Funding  Switch  -  The  legislature  passed  SB  195  that  has  the  effect  of  freezing  property  tax  revenue  at  the  fiscal 

1997  level.  The  Department  of  Public  Health  and  Human  Services  uses  the  9-mill  public  assistance  levy  to  supply  a  portion 
of  the  state  match  in  the  primar>'  and  acute  care  Medicaid  benefits  program  in  this  division.  The  legislative  subcommittee 
preliminarily  adopted  the  executive's  recommendation  for  9-mill  revenue  that  assumed  property  values  would  increase  as 
a  result  of  the  recently  completed  property  reappraisal  cycle.  However,  SB  195  negated  any  material  increase.  As  a  result, 
the  Medicaid  benefits  budget  in  this  division  was  impacted  approximately  $2.4  million  in  the  1999  biennium  due  to  SB  195. 
In  response,  the  legislature  replaces  $500,000  of  the  9-mill  revenue  with  an  equal  amount  of  general  fund  each  year  of  the 
1999  biennium. 

9)  Chronic  Disease  Epidemiologist  -  The  legislature  added  1 .0  FTE  and  $50,550  in  fiscal  1998  and  1 .00  FTE  and  $46,550 
in  fiscal  1999  for  a  chronic  disease  epidemiologist  to  perform  special  epidemiologic  studies  related  to  heart  disease,  cancer, 
diabetes,  and  related  risk  factors.  This  individual  will  prepare  reports  for  use  by  public  health  programs  and  will  provide 
technical  assistance  to  department  staff  on  disease  control  methodology,  technological  advances,  disease  trends,  practice 
standards,  and  policy  change  recommendations.  The  Center  for  Disease  Control  and  Prevention  is  agreeing  to  partner  with 
the  State  of  Montana,  on  a  declining  financial  support  basis,  to  fund  this  position.  The  position  is  funded  by  100  percent 
federal  funds  in  the  first  year  of  the  biennium  and  60  percent  federal  funds  in  fiscal  1999.  In  fiscal  1999,  40  percent  of  the 
funding  for  this  position  will  come  from  the  Montana/Wyoming  Foundation  for  Medical  Care. 

10)  DRG  Rebase  -  The  legislature  added  $1 75,000  in  fiscal  1998  for  a  contract  and  related  software  to  rebase  the  inpatient 
hospital  DRG  system.  Federal  law  requires  states  to  set  reimbursement  rates  for  hospitals  that  are  "reasonable  and  adequate 
to  meet  the  costs  which  must  be  incurred  by  efficiently  and  economically  operated  facilities  in  order  to  provide  care  and 
services  in  conformity  with  applicable  state  and  federal  laws,  regulations,  and  quality  and  safety  standards,  and  to  assure  that 
individuals  eligible  for  medical  assistance  have  reasonable  access  to  inpatient  hospital  services  of  adequate  quality".  This 
requirement  is  part  of  what  is  known  as  the  "Boren  Amendment"  and  it  requires  that  states  adequately  reimburse  hospital 
providers  for  services  provided  to  Medicaid  clients.  Through  DRG  rebasing,  the  agency  will  recalibrate  its  DRG  rate 
structure  to  attempt  to  stay  in  compliance  with  the  Boren  Amendment.  The  proposed  funding  for  the  rebase  study  is  for  fiscal 

1998  only  and  is  funded  with  50  percent  general  fund  and  50  percent  federal  Medicaid  administration  funds. 

1 1 )  External  Quality  Review  Organization  Contract  -  The  legislature  added  $80,000  each  year  of  the  biennium  to  contract 
with  an  external  quality  review  organization  (EQRO)  to  evaluate  the  quality  assurance  programs  for  Medicaid  HMOs  and 
make  recommendations  to  the  state  regarding  improvements  to  the  quality  assurance  program  for  participating  HMOs.  An 
EQRO  review  is  required  for  the  Medicaid  program  by  federal  law  when  care  is  delivered  through  an  HMO  delivery  system. 
This  is  the  first  time  a  review  of  this  nature  will  be  performed  on  the  HMO  program  because  the  program  was  instituted  in 
November  1995.  General  fund  contributes  50  percent  toward  the  annual  funding  and  federal  Medicaid  administration  funds 
contribute  the  remaining  50  percent. 

12)  Healthy  Child  Care  Grant  -  The  legislature  added  $50,000  each  year  of  the  biennium  for  a  Healthy  Child  Care  Grant. 
The  funds  will  be  used  to  develop  a  health  curriculum  for  use  by  public  health  staff  in  working  with  child  care  providers  and 
to  increase  the  number  of  public  health  agencies  who  provide  comprehensive  health  and  safety  resources  for  child  care 
providers.  The  grant  is  federally  funded. 

13)  EMS  Data  Prevention  Grant  -  The  legislature  added  $n5  788  and  1.0  FTE  in  fiscal  1998  and  $128,127  and  1.0  FTE 
in  fiscal  1999  to  establish  funding  authority  for  the  Emergency  Medical  Services  (EMS)  data  prevention  grant,  which  will 
be  used  to  develop  a  data  system  related  to  injuries  of  children.  The  project  includes  improvement  of  pediatric  data  by 
establishing  an  automated  statewide  pre-hospital  data  collection  system,  development  of  a  coordinated  statewide  data-driven 
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injury  prevention  program,  and  improvement  of  pediatric  emergency  education  of  emergency  health  care  providers.  This 
item  is  funded  with  100  percent  federal  funds.  It  represents  the  third  and  fourth  years  of  a  continuing  grant  program  to 
improve  emergency  medical  services  for  children  by:  1)  enhanced  training  of  EMS  personnel;  2)  installation  of  computers 
for  data  collection  in  ambulances;  and  3)  evaluation  and  usage  of  the  data  at  the  state  level  to  improve  injury  prevention 
efforts.  The  funds  are  designated  to  hire  an  FTE  (injury  prevention  coordinator)  and  for  contracted  services  ($105,145  in 
fiscal  1998  and  $97,484  in  fiscal  1999). 

14  &  15)  Rebate  Collection  Staff  and  Reduction  in  Medicaid  Match  -  The  legislature  added  $30,600  general  fund  and 
$30,600  federal  medicaid  funds  over  the  biennium  to  add  1.0  FTE  for  the  purpose  of  collecting  additional  pharmacy  rebates 
and  working  to  improve  efficiencies  in  the  durable  medical  equipment  program.  This  position  is  one-time-only.  The  general 
fund  addition  is  offset  by  an  equal  reduction  in  general  fund  to  match  federal  medicaid  benefits. 

16)  HB  538/Medicaid  Medical  Savings  Account  Pilot  -  HB  538  creates  a  pilot  project  for  the  use  of  medical  savings  accounts 
in  conjunction  with  the  Montana  Medicaid  program.  The  legislature  added  $125,000  (50  percent  general  fund,  50  percent 
federal  funds)  in  the  1999  biennium  for  administrative  costs  associated  with  this  pilot  project.  In  addition,  Medicaid  benefits 
are  reduced  $36,006  in  fiscal  1999  to  reflect  anticipated  savings  accruing  as  a  result  of  this  pilot  project. 

17)  Integration  of  Data  Systems  -  The  legislature  added  $500,000  each  year  of  the  biennium  for  a  contract  to  provide  data 
system  integration  within  the  division.  There  are  more  than  15  data  systems  in  programs  which  serve  overlapping  client 
populations.  Examples  of  current  programs  with  stand-alone  data  systems  include  family  planning,  MIAMI,  and  WIC.  The 
purpose  of  this  data  integration  is  to  eliminate  duplication  of  data  entry,  improve  information  management,  reduce  program 
costs,  and  enhance  program  outcome. 

Language 

"The  legislature  intends  that  $63,020,920  of  the  amount  in  fiscal  year  1998  and  $65,249,057  of  the  amount  in  fiscal  year  1999 
in  [this  division]  are  appropriated  for  hospital  medicaid  benefits." 

"If  House  Bill  No.  538  is  not  passed  and  approved,  the  general  fund  appropriation  contained  in  [HEALTH  POLICY  AND 
SERVICES  DIVISION]  is  reduced  by  $50,000  in  fiscal  year  1998  and  $2,101  in  fiscal  year  1999  and  the  federal  fund 
appropriation  is  reduced  by  $50,000  in  fiscal  year  1998  and  increased  by  $13,107  in  fiscal  year  1999." 

"The  Health  Policy  and  Services  Division  shall  ensure  that  in  order  to  reduce  general  fund  expenditures,  the  average  5-year 
pregnancy  rate  for  Montana  females  15  to  19  years  of  age  must  be  reduced  by  10%  by  the  end  of  the  1999  biennium  from 
the  current  statewide  rate  of  64.1  per  1000.  In  addition,  the  department  shall  pursue  a  goal  of  reducing  each  county's  teen 
pregnancy  rate,  upon  which  this  statewide  rate  is  based,  by  10%." 

"It  is  the  intent  of  the  legislature  that  the  implementation  of  the  resource  based  relative  value  scale  (RBRVS)  physician 
provider  rate  system  be  phased  in  over  the  1999  biennium.  The  department  shall  ensure  that  in  fiscal  year  1998,  the 
reimbursement  for  each  procedure  included  in  the  RBRVS  system  not  decrease  more  than  15%  or  increase  more  than  40% 
compared  to  the  reimbursement  rate  used  in  fiscal  year  1997.  The  department  shall  ensure  that  in  fiscal  year  1999,  the 
reimbursement  for  each  procedure  included  in  the  RBRVS  system  not  decrease  more  than  20%  or  increase  more  than  45% 
compared  to  the  reimbursement  rate  used  in  fiscal  year  1997.  If  the  proposed  minimum  and  maximum  reimbursement 
parameters  yield  insufficient  funds  to  implement  the  RBRVS  system,  funds  must  be  taken  first  from  the  1 .5%  provider  rate 
increase  and  second  from  the  RBRVS  system  policy  adjustor  to  achieve  the  percentages  of  increase  or  decrease." 

"It  is  the  intent  of  the  legislature  that  if  the  department  collects  in  excess  of  $6.6  million  dollars  in  fiscal  year  1998  in  drug 
rebates  and  in  excess  of  $7.1  million  dollars  in  fiscal  year  1999  in  drug  rebates,  then  these  excesses  are  appropriated  to  the 
department  for  any  purpose  consistent  with  the  mission  of  the  department.  The  appropriation  is  a  biennial  appropriation. 

"It  is  the  intent  of  the  legislature  that  if  the  department  collects  in  excess  of  $1.45  million  dollars  in  fiscal  year  1998  in  third 
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party  liability  payments  for  medicaid  expenses,  and  in  excess  of  $1 .5  million  in  fiscal  year  1999  third  party  liability  payments 
for  medicaid  expenses,  then  these  excesses  are  appropriated  to  the  department  for  any  purpose  consistent  with  the  mission 
of  the  department.  The  appropriation  is  a  biennial  appropriation." 

"It  is  the  intent  of  the  legislature  that  in  fiscal  year  1998  and  fiscal  year  1999,  any  unexpended  portion  of  the  department's 
general  fund  appropriation,  up  to  $500,000  for  the  biennium,  may  be  awarded  by  the  department  for  the  purposes  of  providing 
primary  and  preventive  health  care  benefits  to  children  who  are  uninsured  and  not  eligible  for  medicaid  benefits.  To  qualify, 
the  family  income  may  be  no  greater  than  185%  of  the  federal  poverty  level.  The  department  may  contract  with  public  or 
private  entities  for  the  administration  and  provision  of  these  services.  These  funds  may  be  allocated  only  to  those  programs 
that  have  established  a  statewide  network  of  medical  providers  who  have  agreed  to  accept  reimbursement  at  a  lower  rate  than 
would  normally  be  charged  for  their  services." 

"A  total  of  $75,000  of  the  general  fund  appropriation  for  fiscal  year  1998  and  $75,000  of  the  general  fund  appropriation  for 
fiscal  year  1999  contained  in  item  4  for  the  Medicaid  program  must  be  used  to  provide  $25,000  a  year  for  as  many  as  three 
Indian  reservations  for  the  Montana  Initiative  for  the  Abatement  of  Mortality  in  Infants  (MIAMI)  program." 

"It  is  the  intent  of  the  legislature  that  the  department  cooperate  with  state  agencies,  organizations,  retailers,  consumers,  and 
advocate  groups  in  order  to  organize  a  coordinated  redistribution  program  for  durable  medical  equipment  in  Montana." 
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Base               PL  Base 
Budget           Adjustment 
Fiscal  1996       Fiscal  1998 

New 

Proposals 

Fiscal  1998 

Total 
Leg.  Budget 
Fiscal  1998 

Quality  Assurance  Division 

PL  Base                New 
Adjustment         Proposals 
Fiscal  1999       Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  98-99 

Budget  Item 

FTE 

91.00 

2.00 

2.00 

95.00 

2.00 

2.00 

95.00 

95.00 

Personal  Services 
Operating  Expenses 
Equipment 
Transfers 

3,026,370 

667,420 

75,045 

207,673 

310,108 
156,213 
(52,009) 
2,464 

69,386 

78,296 

3,405,864 

901,929 

23,036 

210,137 

308,345 
155,063 
(52,009) 
2,464 

75,653 
73,134 

3,410,368 

895,617 

23,036 

210,137 

6,816.232 

1,797.546 

46,072 

420,274 

Total  Costs 

$3,976,508 

$416,776 

$147,682 

$4,540,966 

$413,863 

$148,787 

$4,539,158 

$9,080,124 

General  Fund 
State/Other  Special 
Federal  Special 

1,220,418 

13,288 
2,742,802 

(11,959) 
203,648 
225,087 

86,957 
60,725 

1,295,416 

216,936 

3,028,614 

(16.185) 
203.676 

226,372 

87.325 
61,462 

1,291,558 

216.964 

3.030.636 

2,586,974 

433.900 

6,059.250 

Total  Funds 

$3,976,508 

$416,776 

$147,682 

$4,540,966 

$413,863 

$148,787 

$4,539,158 

$9,080,124 

Program  Description 

The  Quality  Assurance  Division  provides  a  quality  assurance  program  and  evaluates  services  provided  by  the  PHHS  to  the 
citizens  of  Montana.  Functions  include  fair  hearings,  facility  management,  contract  and  financial  audits,  ongoing  reviews 
to  monitor  the  appropriate  use  of  the  Medicaid  Program  by  both  recipients  and  providers,  estate  recovery  and  cost  avoidance 
recovery,  fraud  recovery,  quality  control  samples  for  compliance  with  federal  and  state  eligibility  rules,  performance 
measures  and  benchmarking,  certification  of  health  care  facilities  and  clinical  laboratories,  and  inspection  and  licensure  of 
health  care  providers  and  other  facilities  or  service  licenses  issued  by  the  department. 

Program  Narrative 

The  fiscal  1998  division  budget  increases  over  $560,000  each  year  over  the  fiscal  1996  base.  Most  of  this  increase  is 
attributable  to  authorized  present  law  increases  for  FTE  transfers  to  this  division  from  other  areas  of  the  department  and  for 
increased  lien  and  estate  collection  activity.  The  legislature  also  approved  SB  14,  a  bill  that  transfers  mammography  and 
x-ray  equipment  inspection  and  licensing  functions  to  the  department  from  the  Department  of  Environmental  Quality  and 
results  in  an  additional  2.0  FTE  each  year  and  operating  expenses  totaling  $147,682  in  fiscal  1998  and  $148,787  in  fiscal 
1999. 

Funding 

The  Quality  Assurance  Division  is  funded  by  state  general  fund,  state  special  revenue  (including  earmarked  alcohol  tax, 
indirect  cost  recoveries  on  state  funds,  and  lien  and  estate  collections)  and  federal  funds  (including  federal  indirect  cost 
recoveries,  medicare  and  medicaid  grants,  and  federal  alcohol  block  grants). 

General  fund  supports  a  portion  of  every  function  in  this  division  except  medicare  and  clinical  laboratory  certification,  nurse 
aide  testing  and  compliance,  and  a  welfare  fraud  contract  with  the  Department  of  Justice. 

General  fund  increases  6.1  percent  from  fiscal  1996  to  fiscal  1998  and  5.8  percent  to  fiscal  1999  due  primarily  to  the 
mammography  and  x-ray  inspection  and  licensing  functions  transferred  to  the  department  by  SB  14.  The  significant  increase 
in  state  special  revenue  is  due  to  increased  activity  expected  in  the  estate  and  lien  collection  function.    Federal  funds  also 
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increase  significantly,  over  10  percent,  due  to  the  functions  transferred  in  SB  14  and  the  increased  estate  and  lien  collection 
activity. 

Lien  and  Estate  Collections 

SB  236,  passed  by  the  1995  legislature,  requires  the  department  to  execute  a  claim  for  payment  of  medicaid  assistance  against 
the  estate  of  deceased  medicaid  recipients  within  three  years  of  their  death  or  three  years  of  the  final  disposition  of  the  estate, 
with  certain  exemptions.  The  bill  also  requires  the  department  to  apply  recovered  funds  proportionately  to  the  federal  and 
state  shares  of  recoverable  medical  assistance. 

In  late  fiscal  1996,  the  Department  of  Public  Health  and  Human  Services  entered  into  a  contingency  contract  for  the  lien  and 
estate  collection  function.  The  legislature  approved  the  executive's  proposal  to  equally  split  a  portion,  19.4  percent,  of  lien 
and  estate  collections  between  a  state  special  revenue  account  and  the  federal  medicaid  administration  account  for  the  purpose 
of  paying  the  contingency  contract.  The  first  $600,000  of  net  collections  will  be  deposited  to  the  state  general  fund  and 
federal  medicaid  benefits  account  at  the  prevailing  federal  medical  assistance  percentage  rate.  The  remainder  of  the 
collections,  after  the  expense  of  the  contingency  contract  and  the  first  $600,000  of  net  collections,  will  also  be  deposited  to 
the  state  general  fund  and  the  federal  medicaid  benefits  account  at  the  prevailing  federal  medical  assistance  percentage;  the 
general  fund  collections  will  be  used  in  the  Senior  and  Long-Term  Care  Division  as  described  in  more  detail  in  the  Senior 
and  Long-Term  Care  Division  narrative. 

Present  Law 

1)  Personal  Services  -  The  legislature  approved 
$304,916  in  fiscal  1998  and  $303,153  in  fiscal 
1999  for  personal  services  adjustments.  This 
includes  $67,709  in  fiscal  1998  and  $68,159  in 
fiscal  1999  for  2.0  FTE  transferred  into  this 
division  from  other  areas  of  the  department. 

4)  Operating  Expense  Reduction  -  The 
legislature  implemented  $2,000,000  per  year  in 
across-the-board  reductions  of  general  funded 
operating  costs  for  the  department  and  restricted 
the  reductions  to  five  divisions,  including  this 
division.  Operating  costs  were  reduced 
$121,292  in  fiscal  1998  and  $126,070  in  fiscal 
1999. 

5)  Lien  &  Estate  Collections  -  The  legislature 
approved  the  addition  of  $374,1 12  in  each  year 
of  the  biennium  ($187,056  in  state  special 
revenue  authority  and   $187,056   in   federal 

funds)  to  annualize  funding  for  a  contract  assisting  with  lien  and  estate  recovery.  This  is  a  contingency  fee  contract  related 
to  the  lien  and  estate  recovery  provisions  authorized  by  the  1995  legislature.  Revenues  beyond  the  costs  of  the  collection 
contract  will  be  deposited  to  the  general  fund  and  the  federal  medicaid  benefits  account. 

6)  Operational  Cost  Reductions  -  Reductions  of  $52,009  in  equipment  costs,  relative  to  the  fiscal  1996  base  expenditures, 
were  approved  for  each  year  of  the  biennium.  In  addition,  a  reduction  of  $77,682  in  fiscal  1998  and  $76,182  in  fiscal  1999 
due  to  reduced  contracted  services  costs  was  approved  by  the  legislature. 
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Adjustments 

Quality  Assurance  Division 

Adjustments 

Adjustments 

Present  Law  Description 

Fiscal  1998 

Fiscal  1999 

Statewide  Present  Law  Adjustments 

304,916 

303,153 

01                  Personal  Services 

32                  Inflation  /  Deflation 

(29) 

(2,673) 

03                  Fixed  Costs 

5.979 

9.147 

Total  Stattwide  Adjustments 

$310,866 

$309,627 

Significant  Present  Law  Adjustments 

(121.292) 

(126,070) 

04      91219    Operating  Expense  Reduction 

55      91301    Lien  &  Estate  Collections 

374,112 

374,112 

06      91303    Operational  Cost  Reductions 

(129,691) 

(128,191) 

07      91666    Longevity  Correction 

5,192 

5,192 

Tolat  Significant  PL  Adjustmtnts 

S128.321 

$125,043 

Other  Base  Adjustments 

($22,411) 
$416,776 

($20,807) 
$413,863 

Grand  Total  Prtsent  Law  Adjustments 
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7)  Longevitv  Correction  -  This  addition  corrects  a  miscalculation  of  longevity  payments  in  the  initial  determination  of 
present  law  personal  services.  If  longevity  had  been  correctly  calculated,  these  funds  would  have  been  included  in  the 
"statewide  adjustments"  above.  This  adjustment  is  funded  with  general  fund  totaling  $9,532  and  federal  special  revenue 
totaling  $852  in  the  1999  biennium. 

Other  Base  Adjustments  -  A  reduction  in  rent  costs  and  numerous  small  dollar  increases  and  decreases  from  the  base  year 
in  operating  expenses  comprise  the  net  amounts  for  other  base  adjustments. 
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^gislative  Budget  New  Proposals 

Fiscal  1998 

Fiscal  1999 

- 

General 

Other 

Total 

General 

Other 

I'otal 

New  Proposal  Description 

FTE 

Fund 

Funds 

Funds 

FTE 

Fund 

Funds 

Funds 

Transfer  Mamm./X-Ray 
0 1       Inspection  Function  To  Phhs 

2.00 

86,957 

60,725 

147,682 

2.00 

87.325 

61,462 

148,787 

Total  For  New  Proposals 

2.00 

$86,957 

$60,725 

$147,682 

2.00 

$87,325 

$61,462 

$148,787 

New  Proposals 

1)  Transfer  Mammography/X-ray  Inspection  Function  to  PHHS  -  SB  14  transfers  the  mammography  and  x-ray  equipment 
inspection  and  certification  program  from  the  Department  of  Environmental  Quality  to  the  Department  of  Public  Health  and 
Human  Services.  The  legislature  transferred  $174,282  general  fund  and  $122,187  federal  FDA  funds  to  this  division  to 
perform  these  fianctions.  FTE  were  increased  by  2.00.  Funding  and  FTE  were  reduced  by  equal  amounts  in  the  Department 
of  Environmental  Quality. 
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Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget 

Adjustment 

Proposals 

Leg.  Budget 

Adjusimenl 

Proposals 

Leg.  Budget 

Leg.  Budget 

Budget  Item 

Fiscal  1996 

Fiscal  1998 

Fiscal  1998 

Fiscal  1998 

Fiscal  1999 

Fiscal  1999 

Fiscal  1999 

Fiscal  98-99 

FTE 

148.50 

(4.50) 

0.75 

144.75 

(4.50) 

1.00 

145.00 

144.75 

Personal  Services 

4,485,331 

258,117 

25,171 

4,768,619 

269.944 

33,562 

4,788,837 

9,557,456 

Operaling  Expenses 

22,918,123 

(5,257.135) 

17,660,988 

(6,179.209) 

273,237 

17.012,151 

34,673,139 

Eujuipment 

278.722 

70,280 

2,500 

351,502 

(184,472) 

94,250 

445,752 

Debt  Service 

253,922 

37.159 

291,081 

11.917 

265,839 

556,920 

Total  Costs 

$27,936,098 

($4,891,579) 

$27,671 

$23,072,190 

($6,081,820) 

$306,799 

$22,161,077 

$45,233,267 

General  Fund 

8.818,649 

(1.150.166) 

7,668,483 

(1.546.156) 

7.272,493 

14.940.977 

Slate/Other  Special 

3.088,866 

369.228 

27.671 

3.485.765 

118,971 

102.556 

3.310,393 

6.796.158 

Federal  Special 

16,028,583 

(4.110.641) 

11,917,942 

(4.654.635) 

204,003 

11,577,951 

23.495,893 

Proprietary 

240 

240 

240 

Total  Funds 

$27,936,098 

($4,891,579) 

$27,671 

$23,072,190 

($6,081,820) 

$306,799 

$22,161,077 

$45,233,267 

Program  Description 

The  purpose  of  the  Operations  and  Technology  Division  is  to  provide  operational  support  services  for  the  department,  and 
to  develop  and  maintain  technology  platforms  for  provision  and  support  of  PHHS  programs.  The  division  is  responsible  for 
management  of  the  budget  and  accounting  services.  Contracts  are  managed  for  the  following  four  large  computer  systems: 
the  Economic  Assistance  Management  System  (TEAMS),  the  System  for  Enforcement  and  Recovery  of  Child  Support 
(SEARCHS).  the  Montana  Medicaid  Information  System  (MMIS),  and  the  Child  &  Adult  Protective  Services  System 
(CAPS).  Internally  developed  and  operated  automated  computer  systems,  telecommunications,  security,  and  internal  support 
services  (such  as  purchasing,  leasing,  and  mailroom)  are  also  provided.  Other  operations  include  vital  records  and  statistics, 
microbiology  and  chemistry  laboratory  services,  and  cost  projections  for  benefit  programs  such  as  Medicaid. 

The  Operations  and  Technology  Division  is  provided  for  in  Title  17  and  Title  40,  MCA;  and  Title  IV  Social  Security  Act, 
Section  406.  PL  96-265. 

Program  Narrative 

The  legislature  requested  funding  percentage  increases  for  TEAMS,  SEARCHS,  and  CAPS  that  ranged  from  1 7  percent  to 
94  percent  for  fiscal  1998  as  compared  to  fiscal  1996,  partially  to  reimburse  the  Department  of  Administration  (DoA)  for 
current  biennium  data  processing  overruns  (not  requested  by  DoA)  and  partially  in  anticipation  of  growth  in  the  1999 
biennium.  The  legislature  reduced  expenditures  for  CAPS  processing  and  TEAMS,  and  approved  language  (see  Language 
section)  to  limit  the  amounts  the  department  is  to  pay  the  DoA  for  computer  processing  costs. 

The  legislature  authorized  expenditures  of  up  to  $1  million  of  any  unexpended  portion  of  the  departments  general  fund  and 
federal  funds  appropriation  each  year  of  the  biennium  for  the  purpose  of  evaluating  and  developing  electronic  benefits 
transfer  capabilities  (see  Language  section)  as  required  by  the  federal  government  by  October  1 ,  2002.  Cost  neutrality  over 
the  first  7  years  of  implementation  is  to  be  demonstrated  to  the  Legislative  Finance  Committee  before  additional  expenditures 
(beyond  initial  development)  are  incurred. 

The  legislature  reduced  operating  expenses  by  approximately  25  percent  for  each  year  of  the  biennium  in  comparison  to  fiscal 
1996  expenditures,  primarily  due  to  the  elimination  of  one-time  computer  development  costs  and  a  general  reduction  of  $1.6 
million  general  fund,  which  is  the  division's  share  of  a  total  $4.0  million  reduction. 
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Funding 

The  Operations  and  Technology  Division  is  funded  through  direct  charges  to  divisions  for  services  and  the  department-wide 
cost  allocation  plan.  This  results  in  an  overall  36.5  percent  general  fund,  13.5  percent  state  special  revenues,  and  50  percent 
federal  funding  support.  The  cost  allocated  funding  is  a  federally-approved  plan  determined  by  complex  ratios  associated 
with  large-scale  automated  projects. 

The  funding  for  the  SEARCHS  computer  system  is  66  percent  federal  funds  and  34  percent  state  special  revenues.  The 
MMIS  system  is  funded  with  25  percent  general  fund  and  75  percent  federal  funds.  Base  expenditures  for  TEAMS  are  funded 
at  47  percent  general  fund,  50  percent  federal  funds,  and  3  percent  state  special  revenues.  Base  expenditures  for  the  CAPS 
system  are  funded  at  50  percent  general  fiind,  and  50  percent  federal  funds. 

Laboratory  Services  are  funded  with  state  special  revenues  generated  through  fee-for-service  activities.  The  Vital  Statistics 
Bureau  is  funded  with  44  percent  general  fund,  38  percent  federal  funds,  and  18  percent  state  special  revenues. 

Present  Law 


4)  SEARCHS  Facilities  Maintenance  Contract  -  The  legislature  accepted  the  proposal  to  add  $25,608  in  fiscal  1998  and 
$37,807  in  fiscal  1999  to  annualize  the  cost  of  operating  the  System  for  Enforcement  and  Recovery  of  Child  Support 
(SEARCHS)  during  the  1999  biennium. 

5)  CAPS  ISD  Computer  Processing  -  The 
legislature  approved  $659,280  in  fiscal  1998 
and  $531,360  in  fiscal  1999  for  the  Child  and 
Adult  Protective  Services  (CAPS)  computer 
processing  costs. .  Currently,  processing  for 
CAPS  is  done  on  the  Information  Services 
Division  (ISD)  mainframe  computer  in  the 
Department  of  Administration  (DoA),  and  then 
charged  back  to  the  department.  This 
adjustment  provides  the  ftinding  necessary  to 
pay  ISD  for  projected  processing  costs  during 
the  1999  biennium. 

6)  SEARCHS  ISD  Computer  Processing  -  The 
legislature  approved  the  addition  of  $247,900  in 
fiscal  1998  and  $199,800  in  fiscal  1999  for 
SEARCHS  computer  processing  costs. 
Currently,  processing  for  SEARCHS  is  done  on 
the  ISD  mainframe  computer  in  the  DoA,  and 
then  charged  back  to  the  department.  This 
adjustment  provides  the  funding  necessary  to 
pay  ISD  for  projected  processing  costs  during 
the  1999  biennium. 

7)  TEAMS  ISD  Computer  Processing  -  The 
legislature  approved  the  addition  of  $887,639  in 
fiscal  1998  and  $715,410  in  fiscal  1999  for  the 
Economic  Assistance  Management  System 
(TEAMS)  computer  processing  costs. 
Currently,  processing  for  TEAMS  is  done  on 
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Adjustments 

Operations  & 

Technology  Division 

Adjustments 

Adjustments 

Present  Law  Description 

Fiscal  1998 

Fiscal  1999 

Statewide  Present  Law  Adjustments 

249.963 

261,790 

01 

Personal  Services 

02 

Inflation  /  Deflation 

(898,542) 

(1,250,686) 

03 

Fixed  Costs 

706,038 

393,550 

Total  Statewide  Adjustments 

$57,459 

($595,346) 

Significant 

Present  Law  Adjustments 

25,608 

37,807 

04 

91028 

Searchs  Facilities  Maintenance  Contract 

05 

91034 

Caps  Isd  Computer  Processing 

659,280 

531,360 

06 

91060 

Searchs  Isd  Computer  Processing 

247,900 

199,800 

07 

91061 

Teams  Isd   Computer  Processing 

887,639 

715,410 

08 

91172 

Laboratory  Equipment 

191,000 

39,000 

09 

91666 

Longevity  Correction 

8,154 

8,154 

10 

91667 

Reduce  Equipment 

(120,000) 

(76,000) 

11 

91910 

Administrative  &  Equipment  Adjustments 

(373,504) 

(533,504) 

12 

91930 

Teams  Administrative  Adjustments 

(4,336) 

(13,829) 

13 

91932 

Mmis  Administrative  Adjustments 

(5,455,062) 

(5,452,901) 

14 

91933 

Caps  Administrative  Adjustments 

(22,136) 

(16,225) 

15 

91934 

Vital  Statistics  Adjustments 

(23,375) 

(10,875) 

16 

91935 

Laboratory  Janitorial  Services 

14,561 

14,846 

17 

91936 

Operating  Expense  Reductions 

(841,022) 

(799,822) 

18 

91937 

Reduce  Teams  Base 

(141,980) 

(141,980) 

Total  Significant  PL  Adjustments 

($4,947,273) 

($5,498,759) 

Other  Base 

Adjustments 

($1,765) 
($4,891,579) 

$12,285 
($6,081,820) 

Grand  Total  Present  Law  Adjustments 
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the  ISD  mainframe  computer  in  the  DoA,  and  then  charged  back  to  the  department.  This  adjustment  provides  the  funding 
necessary  to  pay  ISD  for  projected  processing  costs  during  the  1999  biennium. 

8)  Laboratory  Equipment  -  The  legislature  approved  the  addition  of  $191.000  in  fiscal  1998  and  $39,000  in  fiscal  1999  to 
replace  public  health  laboratory  equipment  including:  1)  the  current  operating  systems  for  two  Gas  Chromatography-Mass 
Spectrometry  instruments;  2)  the  Midi-Cyanide  Distillation  System;  3)  autoclave  sterilizing  supplies;  4)  tests  for 
Galactosemia  and  PKU  screening  of  babies;  5)  direct  gene  probes  for  tuberculosis  tests;  6)  tests  for  AIDS  and  the  monitoring 
of  chemotherapy  of  AIDS  patients;  and  7)  Gas-Chromatography  equipment  used  in  the  Dyed  Fuel  Testing  Program.  This 
adjustment  is  funded  with  state  special  revenues,  generated  from  fees  for  laboratory  services. 

9)  Longevity  Correction  -  This  addition  corrects  a  miscalculation  of  longevity  payments  in  the  initial  determination  of 
present  law  personal  services.  If  longevity  had  been  correctly  calculated,  these  funds  would  have  been  included  in  the 
statewide  adjustments  above. 

10)  Reduce  Equipment  -  The  legislature  enacted  an  agency-wide,  10  percent  reduction  in  equipment  equaling  $120,000  in 
fiscal  1998  and  $76,000  in  fiscal  1999.  This  reduction  can  be  reallocated  to  other  divisions  at  the  discretion  of  the  agency. 
The  funding  reduction  is  approximately  33  percent  general  fund,  46  percent  federal  funds,  and  21  percent  state  special 
revenue. 

1 1)  Administrative  &  Equipment  Adjustments  -  The  legislature  approved  a  reduction  of  $373,504  in  fiscal  1998  and 
$533,504  in  fiscal  1999.  Included  in  this  adjustment  are  the  following  reductions  and  offsetting  increases.  Biennial 
reductions  include:  1)  a  reduction  of  $597,376  in  contracted  services  for  a  Cadastral  Global  Information  System  (GIS) 
service  agreement  with  the  DoA;  2)  discontinuation  of  a  donation  to  the  Caring  Program  for  Children  Foundation;  3) 
elimination  of  one-time  expenditures  for  the  Montana  Health  Care  Information  System  planning  project;  and  4)  miscellaneous 
other  contracts.  Increases  include:  1)  $130,000  for  contracted  services  to  provide  the  department  with  assistance  in 
implementing  a  cost-allocation  plan,  a  random  moment  time-study  survey,  and  temporary  personnel  services;  2)  an  increase 
of  $70,382  in  fiscal  1998  and  a  reduction  of  $73,869  in  fiscal  1999  for  equipment  to  expand  and  upgrade  computer  networks 
in  regional  local  offices;  and  3)  an  increase  of  $31,231  to  pay  debt  service  on  a  lease/purchase  agreement  for  servers, 
computers,  and  workstations.  These  adjustments  are  funded  with  44  percent  general  fund,  9.5  percent  state  special  revenue 
(indirect),  and  46.5  percent  federal  funds. 

12)  TEAMS  Administrative  Adjustments  -  The  legislature  accepted  the  reductions  of  $4,336  in  fiscal  1998  and  $13,829  in 
fiscal  1999  due  to  an  $18,004  decrease  each  year  in  the  annualized  cost  of  operating  TEAMS,  a  $13,668  increase  in  fiscal 
1998,  and  a  $4,175  increase  in  fiscal  1999  for  the  debt  service  for  TEAMS  equipment  in  the  field  offices. 

13)  MMIS  Administrative  Adjustments  -  The  legislature  approved  decreases  of  $5.5  million  each  year  to  reflect:  1 )  removal 
of  the  procurement  and  implementation  costs  of  $4,769,480  each  year  for  the  new  Medicaid  Management  Information  System 
(MMIS),  which  was  completed  in  fiscal  1996;  2)  a  reduction  of  $564,569  in  fiscal  1998  and  $562,408  in  fiscal  1999  for 
annualizing  the  MMIS  contract  costs;  and  3)  a  reduction  of  $121,013  each  year  for  equipment  requirements. 

14)  CAPS  Administrative  Adjustments  -  The  legislature  approved  decreases  of  $22,136  in  fiscal  1998  and  $16,225  in  fiscal 
1999  to  annualize  the  operational,  development,  and  equipment  costs  for  CAPS. 

15)  Vital  Statistics  Adjustments  -  The  legislature  approved  decreases  of  $23  375  in  fiscal  1998  and  $10,875  in  fiscal  1999 
due  to:  1)  lower  software  development  costs  of  $33,766  in  fiscal  1998  and  $21,266  in  fiscal  1999;  2)  increased  data  entry 
costs  of  $42,834  each  year,  associated  with  the  Central  Tumor  Registry;  and  3)  a  reduction  of  $32,443  each  year  in  contracts 
to  non-profit  organizations. 

16)  Laboratory  Janitorial  Services  -  The  legislature  added  $14.561  in  fiscal  1998  and  $14,846  in  fiscal  1999  for  increased 
janitorial  services  costs  for  the  laboratory. 
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17)  Operating  Expense  Reductions  -  The  legislature  implemented  a  $2  million  per  year  across-the-board  reduction  of  general 
funded  operating  costs  for  the  agency  and  restricted  the  reduction  to  five  divisions,  including  this  division.  Operating  costs 
were  reduced  $841,022  in  fiscal  1998  and  $799,822  in  fiscal  1999. 

18)  Reduce  Teams  Base  -  The  legislature  accepted  a  reduction  in  TEAMS  base  expenditures  due  to  a  budgetary  error.  This 
reduction  equals  $141,980  for  each  year  of  the  biennium. 

Other  Base  Adjustments  -  Numerous  small  dollar  increases  and  decreases  from  the  base  year  in  operating  expenses  comprise 
the  net  amounts  for  other  base  adjustments. 
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Fiscal  1998 

Operations  &  Technology 

Division 

Fiscal  1999 

New  Proposal  Description                  FTE 

General               Other 
Fund                  Funds 

Total 
Funds 

General 
FTE              Fund 

Other 
Funds 

lotal 
Funds 

01  Laboratory  Scientist                            0.75 

02  Debt  Service  Funds  -  Hb  188 

Total  For  New  Proposals                    0.75 

27.671 
$27,671 

27,671           1.00 
$27,671           1.00 

33,562 
273,237 

$306,799 

33,562 
273,237 

$306,799 

New  Proposals 

1)  Laboratory  Scientist  -  The  legislature  approved  the  addition  of  0.75  FTE  in  fiscal  1998  and  1.00  FTE  in  fiscal  1999  for 
a  Clinical  Laboratory  Scientist.  This  position  will  perform  a  new  generation  of  diagnostic  gene  probe  and  polymerase  chain 
reaction  analyses.  These  tests  are  becoming  standard  practice  for  confirmation  of  diagnosis  for  a  wide  variety  of  diseases 
including  chlamydia,  tuberculosis,  and  hepatitis.  The  legislature  restricted  this  appropriation  to  this  use.  This  item  is  funded 
with  state  special  revenues  generated  from  fees  for  laboratory  testing  services. 

2)  Debt  Service  Funds  -  HB  188  -  The  legislature  authorized  the  sale  of  $43.0  million  in  bonds  and  appropriated  the 
proceeds  to  six  agencies  for  various  information  technology  projects  (see  section  F  for  a  complete  summary  of  the 
legislation).  All  agencies  were  provided  appropriations  in  fiscal  1999  to  pay  additional  debt  services  costs  through  the 
statewide  and  state  fund  cost  allocation  plans,  and  increased  warrant  writing  and  payroll  service  fees.  This  adjustment  adds 
$273,237  for  fiscal  1999  for  this  purpose,  specifically  to  pay  for  the  informational  technology  project  entitled  the  Montana 
Project  to  Reengineer  the  Revenue  and  Information  Management  Environment  (MT  PRRIME).  The  MT  PRIME  project 
consists  of  the  replacement  of  the  state's  core  sofltware  systems  in  the  areas  of  financial,  human  resource,  budget,  and  fixed 
asset  management,  as  well  as  procurement.  This  appropriation  is  comprised  of  approximately  25  percent  state  special  revenue 
and  75  percent  federal  funds. 

Language 

"The  department  shall  pay  the  amounts  listed  below  for  production  computer  processing,  recovery,  maintenance,  and  printing 
at  the  Department  of  Administration  for  the  specific  systems  identified  as  follows  unless  otherwise  agreed  to  by  the 
departments:  for  TEAMS:  fiscal  year  1998  -  $2,038,669;  fiscal  year  1999  -  $1,648,661;  for  SEARCHS:  fiscal  year  1998  ~ 
$819,045;  fiscal  year  1999  -  $663,493;  and  for  CAPS:  fiscal  year  1998  -  $680,978;  fiscal  year  1999  -  $548,914." 

"The  department  is  authorized  to  expend  up  to  $500,000  of  any  unexpended  portion  of  the  department's  general  fund 
appropriation  each  year  of  the  1999  biennium  and  up  to  $500,000  of  any  unexpended  portion  of  the  department's  federal  ftind 
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appropriation  each  year  of  the  1999  biennium  for  the  purpose  of  evaluating  and  developing  electronic  benefits  transfer 
capabilities.  The  department  shall  demonstrate  to  the  Legislative  Finance  Committee  cost  neutrality  over  the  first  7  years 
of  implementation  for  any  electronic  benefits  transfer  system  prior  to  expending  state  funds  or  committing  state  resources 
beyond  the  initial  development  phase  of  the  electronic  benefits  transfer  project." 

"The  Operations  and  Technology  Division  is  appropriated  any  unexpended  funds  from  the  accounting  entities  numbered 
03203  and  03276  after  required  expenditures  for  the  ARCO  lawsuit." 
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Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget 

Adjustment 

Proposals 

Leg.  Budget 

Adjustment 

Proposals 

Leg.  Budget 

Leg.  Budget 

Budget  Item 

Fiscal  1996 

Fiscal  1998 

Fiscal  1998 

Fiscal  1998 

Fiscal  1999 

Fiscal  1999 

Fiscal  1999 

Fiscal  98-99 

FTE 

662.78 

(27.30) 

3.00 

638.48 

(27.30) 

3.00 

638.48 

638.48 

Personal  Services 

20,271.819 

(149,833) 

91.929 

20,213,915 

(86,432) 

91.929 

20,277,316 

40,491,231 

Operating  Expenses 

3,912,274 

651,081 

144.110 

4,707,465 

893.498 

4.805,772 

9,513,237 

Equipment 

217,470 

(77,141) 

140,329 

(97.973) 

119,497 

259,826 

Grants 

19,714 

(19.714) 

19,714 

19,714 

(19,714) 

19.714 

19,714 

39,428 

Benefits  and  Claims 

51,966,881 

4,553,479 

2,554,358 

59,074,718 

4,563,480 

3.922,822 

60,453,183 

119,527,901 

Transfers 

13,990 

(13.990) 

(13,990) 

Debt  Service 

17,100 

17.100 

17,100 

34,200 

Total  Costs 

$76,419,248 

$4,943,882 

$2,810,111 

$84,173,241 

$5,238,869 

$4,034,465 

$85,692,582 

$169,865,823 

General  Fund 

36,892,957 

1.322,714 

1,378,259 

39,593,930 

1,119,654 

2,178,980 

40.191.591 

79.785,521 

State/Other  Special 

274,665 

(7,662) 

(177,829) 

89,174 

(8,323) 

(177,829) 

88,513 

177.686 

Federal  Special 

39,251,626 

3,628,830 

1,609,681 

44.490,138 

4,127,538 

2.033.314 

45.412.478 

89.902.616 

Total  Funds 

$76,419,248 

$4,943,882 

$2,810,111 

$84,173,241 

$5,238,869 

$4,034,465 

$85,692,582 

$169,865,823 

Program  Description 

The  Disability  Services  Division  assists  Montanans  with  disabilities  in  living,  working,  and  participating  in  their 
communities.  Vocational  Rehabilitation  (VR)  and  blind/low  vision  services  are  provided  to  persons  with  physical  or  mental 
disabilities  of  employable  age  to  restore  them  to  gainful  employment  in  accordance  with  Title  53,  Chapter  7,  MCA. 

The  Disability  Determination  Bureau  adjudicates  medical  claims  for  persons  who  apply  for  benefits  under  Social  Security 
Disability  Insurance  (SSDI)  and/or  Supplemental  Security  Income  (SSI)  under  Title  II  and  Title  XVI  of  the  Social  Security 
Act.  The  program  is  mandated  by  the  federal  government  under  Title  II  and  XVI  of  the  Social  Security  Act  (42  U.S.C. 
Section  1300). 

The  Developmental  Disabilities  (DD)  Program  contracts  with  private  non-profit  agencies  to  provide  services  as  allowed  by 
Title  53,  Chapter  20,  MCA,  including  diagnosis,  family  support,  respite  care,  residential  living,  and  vocational/day  services. 
The  Montana  Developmental  Center  (MDC)  in  Boulder  and  Eastmont  Human  Services  Center  (EHSC)  in  Glendive  provide 
residential  care,  treatment,  training,  and  necessary  medical  treatment  to  individuals  with  serious  developmental  disabilities 
to  help  them  develop,  maintain,  and  improve  individual  skills  so  they  can  function  as  independently  as  possible.  Both  MDC 
and  EHSC  are  authorized  under  Title  53,  Chapter  20,  MCA. 

The  Developmental  Disabilities  Planning  and  Advisory  Council  (DDPAC),  administratively  attached  to  the  division,  provides 
advice  to  the  Governor's  Office  and  other  entities  on  services  for  persons  with  developmental  disabilities.  DDPAC  also 
provides  start-up  funds.  It  is  provided  for  in  sections  53-20-206  and  2-15-2204,  MCA,  and  federally  mandated  under  42 
U.S.C,  Chapter  75,  Section  6602. 

Program  Narrative 

The  legislature  appropriated  $10.2  million  in  present  law  adjustments  for  the  1999  biennium.  Table  13  summarizes  the  five 
general  types  of  expenditures  increases:  1 )  Title  XX  impacts;  2)  annualization  of  costs;  3)  medical  contracts;  4)  federal  grants; 
and  5)  other.  Title  XX,  the  federal  Social  Services  Block  Grant,  was  reduced  by  $2.2  million  during  the  1999  biennium.  In 
addition,  service  expansion  commitments  made  by  the  1995  legislature  could  not  be  implemented  during  fiscal  1996  and 
1997,  primarily  due  to  funding  reductions.  The  legislature  met  these  expansion  commitments  for  the  1999  biennium  and 
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replaced  the  Title  XX  federal  funding  reductions  by  increasing  general  fund  expenditures  by  $1 .16  million  for  the  biennium 
and  refinancing  with  federal  Medicaid  funds  ($4.39  million  for  the  biennium).  Present  Law  Adjustment  Nos.  6,  7,  8.  and  23 
summarize  these  Title  XX  impacts,  which  totaled  $5.6  million  for  the  biennium. 

As  seen  in  Table  13,  $3.1  million  of  biennial  expenditure  increases  were  due  to  annualization  of  provider  rate  increases, 
salaries  for  care  providers,  and  variations  in  patient  numbers.  Contract  services  with  medical  providers  resulted  in  an 
additional  $0.8  million  as  seen  in  Table  13.  An  additional  $0.4  million  was  appropriated  due  to  annual  increases  in  federal 
contracts. 

Provider  rate  increases  (including  tuition  for  the  VR  program)  for  the  1999  biennium  were  approved  and  are  described  in  new 
proposal  categories.  Other  major  new  proposals  include  an  expansion  of  community  living  and  work  slots  for  individuals 
on  waiting  lists  (totaling  $1.53  million  for  the  biennium),  and  an  addition  of  $0.39  million  of  general  fund  to  replace  workers' 

compensation  funds.  The  additional  general  fund  will  be  used  to 
match  the  federal  Section  1 10  money  to  provide  services  to  injured 
workers  in  the  VR  program. 

The  legislature  appropriated  $120,000  of  general  fund  on  a  restricted, 
biennial,  one-time-only  basis  for  the  costs  associated  with  defending 
the  state  in  a  lawsuit  filed  by  an  advocacy  group  on  behalf  of  certain 
developmentally  disabled  individuals  at  the  EHSC  and  MDC.  The 
point  of  contention  in  the  lawsuit  is  that  these  individuals  should  be 
provided  with  community  living/services  rather  than  the  more 
restrictive  services  provided  at  EHSC  and  MDC. 

Funding 

The  Disability  Services  Division  is  funded  with  47  percent  general 
fund,  52.9  percent  federal  funds,  and  0.1  percent  state  special 
revenues.  Two  programs.  Disability  Determination  Services  and 
DDPAC,  are  totally  funded  with  federal  funds  with  the  exception  that 
DDPAC  receives  $24,1 10  of  general  fund  for  the  Donated  Dental 
Services  program.  The  MDC  is  funded  with  99.6  percent  general  fund  and  0.4  percent  state  special  revenues.  The  Eastmont 
Human  Services  Center  is  funded  with  99.97  percent  general  fund  and  0.03  percent  state  special  revenues.  The  DD  program 
is  funded  with  41.1  percent  general  fund,  58.8  percent  federal  funds,  and  O.i  percent  state  special  revenues.  The  VR  program 
is  funded  with  23.3  percent  general  fund,  76.5  percent  federal  funds,  and  0.2  percent  state  special  revenues. 

Medicaid  (Title  XIX)  and  the  Social  Services  Block  Grant  (Title  XX)  are  the  major  sources  of  federal  funds  for  the  DD 
program.  Section  1 10  federal  funds  are  a  major  source  of  funding  for  the  VR  program. 

Present  Law 

1)  Personal  Services  -  The  legislature  reduced  personal  services  as  a  resuh  of  27.3  fewer  FTE  for  the  division.  Over  25.0 
FTE  are  associated  with  the  redesign  of  the  campus  at  the  Montana  Developmental  Center.  These  FTE  reductions  occurred 
as  a  result  of  1995  legislative  reductions  that  did  not  take  place  until  part  way  through  the  1997  biennium.  The  remaining 
FTE  reductions  occurred  as  a  result  of  efficiencies  and  economies  of  department  reorganization  required  by  the  1995 
legislature. 

4)  Fiscal  1997  Vocational  Rehabilitation  Provider  Rate  Annualization  -  The  legislature  added  $197,554  each  year  of  the 
biennium  to  annualize  the  fiscal  1997  rate  increase  authorized  by  the  1995  legislature  for  rehabilitation  and  blind/low  vision 
service  providers.  This  adjustment  is  funded  with  23.29  percent  general  fund  ($46,01 1)  and  76.71  percent  federal  funds 


Table  13 

Summary  of  Present  Law 

Adjustments 

1999  Biennium  in  Millions  of  Dollars 

Category 

Funds 

Title  XX  Impacts 

$5.6 

Annualization  of  Costs 

3.1 

Medical  Contracts 

0.8 

Federal  Grants 

0.4 

Other 

0.3 

Total 

10.2 
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($151,543)  for  each  year  of  the  biennium.  All 
of  the  expenditures  are  for  client  benefits,  with 
88  percent  occurring  in  the  area  of 
rehabilitation  services.  The  remainder  is 
devoted  to  job  training,  extended  employment, 
and  visual  medical  services. 

5)  Annualize  Fiscal  1996  PD  Waiver  -  The 
legislature  added  $95,828  each  year  of  the 
biennium  to  annualize  the  cost  for  those  people 
who  transferred  to  this  division  from  the 
Medicaid  waiver  for  people  with  physical 
disabilities  (PD)  in  the  Senior  and  Long-Term 
Care  (SLTC)  Division.  The  option  for  an 
individual  to  transfer  was  required  by  the 
federal  government.  The  offsetting  reduction 
resulting  from  this  transfer  is  shown  in  the 
SLTC  Division  budget.  This  adjustment  is 
funded  with  29.83  percent  general  fund 
($28,585)  and  70.17  percent  federal  funds 
($67,243)  in  fiscal  1998,  adjusted  to  28.88 
percent  general  fund  and  71.12  percent  federal 
funds  in  fiscal  1999.  The  federal  funds  are 
from  Medicaid,  where  the  cost  share 
percentages  require  a  29.83  percent  state 
match  in  fiscal  1998  and  a  28.88  percent  match 
in  fiscal  1999.  All  expenditures  are  in  the  area 
of  client  benefits. 

6)  Annualize  Fiscal  1996  DDP  Services  -  The 
legislature  added  $2,3 1 7,737  each  year  of  the 
biennium  to  annualize  the  contract 
amendments  for  Developmental  Disabilities 
Program  (DDP)  services  implemented  partway 
through  fiscal  1996.  The  federal  Social 
Services  Block  Grant  (Title  XX),  which  had 

been  appropriated  for  this  purpose,  was  reduced  by  the  federal  government  (see  the  Program  Narrative  section  for  more 
detail).  The  current  level  services  were  refinanced  with  Medicaid  funding  in  part  due  to  these  Title  XX  reductions.  The 
funding  reflects  an  increase  in  federal  Medicaid  ftinds  ($2,317,737),  and  a  reduction  in  general  fiind  ($373,381  in  fiscal  1998 
and  $409,816  in  fiscal  1999). 

7)  Annualize  Fiscal  1996  Services  Start-up  -  The  legislature  approved  the  addition  of  $318,435  each  year  of  the  biennium 
to  annualize  expansion  of  services  and  other  amendments  which  were  scheduled  to  begin  in  fiscal  1996.  Due  to  reductions 
in  Title  XX  federal  funding,  startup  of  these  services  was  delayed  until  fiscal  1997.  This  adjustment  is  funded  with  75.8 
percent  general  fund  ($241,248)  and  24.2  percent  federal  Medicaid  funds  ($77,187  )  in  fiscal  1998.  Fiscal  1999  funding  is 
75.4  percent  general  ftind  and  24.6  percent  federal  funds.  Expenditures  are  for  client  benefits.  The  delayed  startup  services 
to  be  funded  with  this  adjustment  are  supported  living  services  for  developmentally  disabled  individuals. 

8)  Fiscal  1997  DSD  Expansion  Commitments  -  The  legislature  added  $898,587  each  year  of  the  biennium  to  provide  funding 
for:  1)12  individuals  transferring  from  the  Montana  Developmental  Center  into  community-based  services;  2)  additional 
supported-living  services  for  10  individuals  in  fiscal  1997;  3)  10  additional  supported-work  opportunities  in  fiscal  1997;  and 
4)  the  transfer  of  one  additional  individual  from  the  Physically  Disabled  (PD)  Waiver  to  the  Developmental  Disabilities 
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Adjustments 

Adjustments 

Present  Law  Description 

Fiscal  1998 

Fiscal  1999 

Statewide  Present  Law  Adjustments 

(182,414) 

(119,055) 

01 

Personal  Services 

02 

Inflation  /  Deflation 

45,871 

81,553 

03 

Fixed  Costs 

21,468 

22,475 

Total  Statewide  Adjustments 

($115,075) 

($15,027) 

Significant  Present  Law  Adjustments 

197,554 

197,554 

04 

91017 

Fiscal  1997  Vr  Provider  Rate  Annualization 

05 

91018 

Annualize  Fiscal  1996  Pd  Waiver 

95,828 

95,828 

06 

91023 

Annualize  Fiscal  1996  Ddp  Services 

2,317,737 

2,317,737 

07 

91029 

Annualize  Fiscal  1996  Services  Startup 

318,435 

318,435 

08 

91032 

Fiscal  1997  Dsd  Expansion  Commitments 

898,587 

898,587 

09 

91035 

Extended  Employment  Annualization 

46.125 

46,125 

10 

91037 

Fiscal  1997  Ddp  Provider  Rate  Increase 

584,850 

584,850 

11 

91038 

Montech  Grants  Increase 

66,072 

66,072 

12 

91040 

Jtpa  Grant  Elimination 

(248,988) 

(248,988) 

13 

91041 

Ddpac  Grant  Annualization 

117,418 

117,028 

14 

91047 

Dd  Federal  Grant  &  Admin  Adjustments 

(345,599) 

(345,599) 

15 

91050 

Dds  Medical  Consulting  &  Services 

313,662 

504,183 

16 

91080 

Goods  For  Resale 

5,000 

5,000 

17 

91085 

Independent  Living  Grant  Increase 

32,129 

32,129 

18 

91175 

Supported  Employment  Grant 

12,501 

12,501 

19 

91200 

Fully  Match  Section  110  Federal  Grant 

555,908 

555.908 

20 

91201 

Mdc  -  Maintain  Current  Services 

164,500 

164,500 

21 

91202 

Ehsc  Pharmacy  Grant 

5,000 

5,000 

22 

91203 

Fiscal  1997  Direct  Care  Salary  Annualizatio 

600,471 

600,471 

23 

91204 

Title  Xx  Reductions 

(761,875) 

(761,875) 

24 

91666 

Longevity  Correction 

32,581 

32,623 

Total  Significant  PL  Adjustments 

$5,007,896 

$5,198,069 

Other  Base 

Adjustments 

$51,061 
$4,943,882 

$55,827 
$5,238,869 

Grand  Total  Present  Law  Adjustments 
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Program  during  fiscal  1997.  Due  to  reductions  in  Title  XX  federal  funding,  startup  of  these  services  was  delayed  until  late 
fiscal  1997.  This  adjustment  is  funded  with  42.0  percent  general  fund  ($377,653)  and  58  percent  federal  Medicaid  funds 
($520,934)  in  fiscal  1998.  Fiscal  1999  funding  is  41.2  percent  general  fund  and  58.8  percent  federal  funds  in  fiscal  1999. 

9)  Extended  Employment  Annualization  -  The  legislature  added  $46,125  each  year  of  the  biennium  to  annualize  the 
expansion  of  extended  employment  services  for  individuals  on  the  waiting  list.  This  expansion  was  approved  by  the  1995 
legislature,  which  allowed  some  individuals  to  be  phased  into  services  in  fiscal  1996  and  the  remainder  in  fiscal  1997.  This 
adjustment  is  in  the  vocational  rehabilitation  area  and  is  funded  with  100  percent  general  fund.  The  additional  request  equals 
the  difference  between  fiscal  1997  budgeted  amounts  and  1996  actual  expenditures. 

10)  Fiscal  1997  DPP  Provider  Rate  Increase  -  The  legislature  added  $584,850  each  year  of  the  biennium  to  annualize  the 
cost  of  the  Developmental  Disabilities  Program  provider  rate  increase  approved  by  the  1995  legislature.  This  adjustment  is 
funded  with  65.4  percent  general  fund  ($382,345)  and  34.6  percent  federal  Medicaid  funds  ($202,505)  in  fiscal  1998.  Fiscal 
1999  funding  is  64.9  percent  general  fund  and  35.1  percent  federal  funds.  Expenditures  are  for  benefits. 

1 1)  Montech  Grants  Increase  -  The  legislature  added  $66,072  each  year  of  the  biennium  for  an  increase  in  the  Montech 
benefits  grant  award  for  assistive  technology  devices  for  individuals  with  disabilities.  This  adjustment  in  the  vocational 
rehabilitation  area  is  funded  entirely  with  federal  funds. 

12)  JTPA  Grant  Elimination  -  The  legislature  approved  a  decrease  of  $248,988  each  year  of  the  biennium  to  reflect 
elimination  of  a  vocational  rehabilitation  grant  which  was  funded  through  the  federal  Job  Training  Partnership  Act  (JTPA). 
These  funds  are  no  longer  available  to  the  Vocational  Rehabilitation  Program. 

13)  DDPAC  Grant  Annualization  -  The  legislature  added  $1 17.418  in  fiscal  1998  and  $1 17,028  in  fiscal  1999  to  annualize 
funding  for  the  Developmental  Disabilities  Planning  and  Advisory  Council  (DDPAC)  federal  grant.  All  of  this  increase  is 
federally  funded.  The  DDPAC  awards  grants  to  providers  of  developmental  disability  services. 

14)  DD  Federal  Grant  &  Admin  Adjustments  -  The  legislature  approved  reductions  of  $345,599  each  year  of  the  biennium 
to  reflect:  1 )  the  completion  of  a  three-year  grant  to  develop  six  regional  models  for  respite  care  services  for  families  of 
children  with  disabilities  and  chronic  illnesses;  2)  completion  of  an  Office  of  Public  Instruction  (OPI)  program  for  children 
with  developmental  disabilities  in  fiscal  1996;  and  3)  the  shift  of  fiinding  for  the  Developmental  Disabilities  conference  from 
federal  revenue  to  state  special  revenue  funding  (see  New  Proposal  No.  5).  All  of  these  reductions  are  in  federal  funds,  90 
percent  of  which  occurred  in  the  Respite  Grant. 

15)  DDS  Medical  Consulting  and  Services  -  The  legislature  added  $313,662  in  fiscal  1998  and  $504,183  in  fiscal  1999  for 
increased  medical  consultant  services  and  added  costs  for  copies  of  medical  records  and  medical  examinations  for  disability 
clients.  The  department  is  projecting  a  14  percent  increase  in  cases  that  have  cleared  through  Disabilitv'  Determination 
Services  (DDS)  and  are  mandated  by  federal  regulations  to  be  reviewed.  This  adjustment  is  100  percent  federally  funded, 
and  is  required  due  to  new  federal  mandates  for  case  review.  Eighty  percent  of  expenditures  are  for  increases  in  operating 
expenses  in  the  area  of  fees  for  medical  records  and  medical  examinations  for  individuals  claiming  to  have  a  disability.  The 
remaining  20  percent  of  expenditures  are  budgeted  for  contracted  professional  ser\'ices. 

16)  Goods  For  Resale  -  The  legislature  added  $5,000  each  year  of  the  biennium  to  allow  increased  purchases  for  the  client 
vocational  program.  This  adjustment  is  funded  with  state  special  revenues  from  the  sale  of  merchandise. 

17)  Independent  Living  Grant  Increase  -  The  legislature  added  $32,129  each  year  of  the  biennium  to  fully  match  the 
independent  living  grant  which  provides  services  to  individuals  who  have  a  severe  physical  or  mental  disability  that  poses 
a  barrier  to  living  independently  in  the  family  home  and/or  community.  Funding  is  10  percent  general  fund  ($3,213)  and  90 
percent  federal  funds  ($28,9 16)  in  each  year  of  the  biennium.  Expenditures  are  for  benefits  for  clients  at  the  four  independent 
living  centers  in  Montana  (Billings.  Missoula,  Great  Falls,  and  Helena).  The  adjustment  adds  fiscal  1997  authorized 
expenditure  levels  to  the  base  to  maintain  the  current  level  of  services,  and  is  part  of  the  Vocational  Rehabilitation  Program. 
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18)  Supported  Emplovment  Grant  -  The  legislature  added  $12,501  each  year  of  the  biennium  to  increase  federal  funding  used 
to  provide  services  to  severely  disabled  people  who  require  a  limited  amount  of  ongoing  support  to  maintain  employment 
in  a  regular  job  setting.  The  requested  increase  establishes  funding  at  the  fiscal  1997  level.  Funding  is  100  percent  federal, 
and  expenditures  are  budgeted  for  client  benefits.  The  adjustment,  in  the  Vocational  Rehabilitation  Program,  adds  fiscal  1997 
authorized  expenditure  levels  to  the  base  to  maintain  the  level  of  services  authorized  by  the  legislature  for  that  year. 

19)  Fully  Match  Section  110  Federal  Grant  -  The  legislature  added  $555,908  each  year  of  the  biennium  to  allow  vocational 
rehabilitation  to  fiilly  match  the  available  federal  grant  for  meeting  the  needs  of  disabled  persons,  with  a  particular  focus  on 
those  clients  who  are  severely  disabled.  This  adjustment  in  the  Vocational  Rehabilitation  Program  is  funded  with  21.3 
percent  general  fund  ($1 18,408)  and  78.7  percent  federal  funds  ($437,500)  for  each  year  of  the  biennium.  The  services  to 
be  funded  comprise  four  main  categories:  1 )  greater  coordination  and  planning  between  schools,  parents,  and  students  with 
disabilities  and  those  requiring  vocational  rehabilitation;  2)  increased  referrals  and  vocational  rehabilitation  for  these  students; 
3)  anticipated  increased  caseloads  due  to  more  individuals  seeking  vocational  rehabilitation;  and  4)  funds  for  increased 
administrative  costs. 

20)  MDC-Maintain  Current  Services  -  The  legislature  approved  increases  of  $164,500  each  year  of  the  biennium  for  added 
operational  costs  to  maintain  solid  waste  disposal,  water  and  sewer,  laboratory,  and  laundry  services  at  the  Montana 
Developmental  Center  (MDC).  This  adjustment  is  funded  with  general  fund. 

21)  EHSC  Pharmacy  Contract  -  The  legislature  added  $5,000  each  year  of  the  biennium  to  ftind  increased  costs  in  over-the- 
counter  and  prescription  drugs  for  residents  at  the  Eastmont  Human  Services  Center  (EHSC).  This  adjustment  is  funded  with 
general  fund. 

22)  Fiscal  1997  Direct  Care  Salary  Annualization  -  The  legislature  added  $600,471  each  year  of  the  biennium  to  annualize 
the  funds  authorized  by  the  1995  legislature  for  salary  increases  for  developmental  disabilities  provider  direct  care  employees. 
This  increase  is  funded  with  a  mixture  of  general  fund  (62.35  percent  in  fiscal  1998  and  61.84  percent  in  fiscal  1999)  and 
federal  Medicaid  funds  (37.65  percent  in  fiscal  1998  and  38.16  percent  in  fiscal  1999).  The  increase  adds  the  funding  for 
fiscal  1997  direct  care  salary  increases  for  employees  of  disability  service  contractors  to  the  base  for  the  1999  biennium. 

23)  Title  XX  Reductions  -  The  legislature  approved  reductions  of  $761,875  each  year  of  the  biennium  due  to  a  decrease  of 
$1,1 17,897  in  federal  funding  provided  to  the  Developmental  Disabilities  Program  from  the  Social  Services  Block  Grant 
(Title  XX).  The  legislature  approved  an  increase  of  $356,022  in  general  fund  each  year  as  a  partial  offset  for  the  federal 
reduction.  The  balance  of  the  reduction  is  mitigated  by  refinancing  services  through  Title  XIX  (Medicaid).  This  request, 
along  with  the  Title  XIX  refinancing  and  the  present  law  adjustments  listed  above,  comprise  the  funding  necessary  to 
maintain  services  at  the  level  authorized  by  the  1995  legislature. 

24)  Longevity  Correction  -  This  addition  corrects  a  miscalculation  of  longevity  payments  in  the  initial  determination  of 
present  law  personal  services.  If  longevity  had  been  correctly  calculated,  these  funds  would  have  been  included  in  the 
statewide  adjustments  above. 

Other  Base  Adjustments  -  Numerous  dollar  increases  and  decreases  from  the  base  year  in  operating  expenses  comprise  the 
net  amounts  for  other  base  adjustments. 
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slative  Budgec  New  Proposals 

Fiscal  1998 

Fiscal  1999 

- 

General 

Other 

Total 

Cieneral 

Other 

Total 

New  Proposal  Description 

FTE 

Fund 

Funds 

Funds 

FTE 

Fund 

Funds 

Funds 

01 

Increased  Federal  Aulhority 

1,000,000 

1.000,000 

1,000,000 

1,000,000 

02 

Ds  Provider  Rate  Increase 

446,925 

287,904 

734.829 

894,167 

586,533 

1,480,700 

D3 

Ds  Tuition  Increase 

27,652 

102,168 

129,820 

56,537 

208,893 

265.430 

04 

Community  Living&Woric  Slots 
Dd  Conference  Funding 

512,267 

10.622 

522,889 

983.484 

29.605 

1,013,089 

)5 

Change 

19,714 

19.714 

19,714 

19.714 

06 

Workers'  Comp  Fund  Switch 
Building  System 

197,543 

(197.543) 

197.543 

(197,543) 

07 

Capacity-Emergency  Needs 

49.762 

117.058 

166.820 

47,249 

116.354 

163.603 

08 

Disability  Determination  Staff 

3.00 

91.929 

91.929 

3.00 

91,929 

91.929 

09 

Donated  Dental  Services 

24,110 

24,110 

10 

Legal  Costs 

120,000 

120,000 

Total  For  New  Proposals 

3.00 

$1,378,259 

$1,431,852 

$2,810,111 

3  00 

$2,178,980 

$1,855,485 

$4,034,465 

New  Proposals 

1)  Increased  Federal  Authority  -  The  legislature  added  $1.0  million  each  year  of  the  biennium  in  federal  spending  authority 
to  continue  the  past  practice  of  allowing  the  Developmental  Disabilities  Program  (DDP)  to  pursue  additional  federal  revenue 
and  use  it  to  expand  services,  provided  the  additional  funding  does  not  make  an  additional  commitment  of  general  fund.  The 
legislature  restricted  this  appropriation  with  language  that  limited  its  usage  to  the  stated  purpose  and  specified  that  the  federal 
funding  could  be  pursued  as  long  as  it  did  not  require  or  commit  the  state  to  additional  general  fund  expenditures. 

2)  DS  Provider  Rate  Increase  -  The  legislature  added  $734,829  in  fiscal  1998  and  $1,480,700  in  fiscal  1999  for  a  1.5  percent 
provider  rate  increase  for  disability  services  (DS)  providers.  The  increase  is  allocated  between  the  Vocational  Rehabilitation 
Program  (10.63  percent)  and  the  Developmental ly  Disabled  Program  (89.37  percent).  The  Vocational  Rehabilitation  Program 
and  blind/low  vision  services  use  about  2000  different  providers  dealing  with  rehabilitation,  education,  and  medical/prosthetic 
appliance  dealers.  The  Developmental  Disabilities  Program  uses  about  52  different  providers,  the  majority  of  which  are  non- 
profit corporations.  The  funding  for  this  item  is  60.8  percent  general  fund  in  fiscal  1998  and  60.4  percent  in  fiscal  1999.  The 
remainder  of  the  funding  is  from  federal  sources. 

3)  DS  Tuition  Increase  -  The  legislature  added  $129,820  in  fiscal  1998  and  $265,430  in  fiscal  1999  to  fund  a  tuition  increase 
for  vocational  rehabilitation  services. 

4)  Communitv  Living  and  Work  Slots  -  The  legislature  added  $522,889  in  fiscal  1998  and  $1,013,089  in  fiscal  1999  for 
additional  funds  to  support  independent  living  and  for  supported-living  and  work  opportunities.  These  increases  provide 
additional  services  to  individuals  on  waiting  lists  who  currently  are  not  receiving  services,  or  are  receiving  services  which 
are  not  adequate  to  meet  their  needs.  This  proposal  is  funded  with  98  percent  general  fund  in  fiscal  1998  and  97  percent 
general  fund  in  fiscal  1999.  Expenditures  are  in  the  Development  Disabilities  (DD)  and  Vocational  Rehabilitation  (VR) 
Programs.    The  funds  would  be  allocated  as  follows:    I )  $228,768  per  year  to  three  Independent  Living  Centers  (ILC)  to 
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strengthen  their  network  of  centers;  and  2)  $294,121  in  fiscal  1998  and  $784,321  in  fiscal  1999  to  provide  supported  living 
and  work  opportunities  to  individuals  on  the  waiting  list. 

The  VR  funds  are  planned  to  be  allocated  to  the  North  Central  ILC,  the  Living  Independently  for  Today  and  Tomorrow 
(LIFTT)  ILC  of  Yellowstone  and  surrounding  counties,  and  the  Montana  Independent  Living  Project  (MILP)  ILC  of 
Broadwater,  Granite,  Meagher,  Park,  and  Powell  counties. 

The  increases  of  $294,121  and  $784,321  are  for  supported-living  and  work  opportunities  to  additional  individuals  who  are 
waiting  for  these  services  to  become  available.  Agency  officials  indicate  that  15  additional  people  would  be  served  in  fiscal 
1998,  and  25  additional  people  in  fiscal  1999  (for  a  total  of  40)  with  these  funds. 

5)  DD  Conference  Funding  Change  -  The  legislature  added  $19,714  each  year  of  the  biennium  in  state  special  revenue 
authority  and  reduced  a  like  amount  of  federal  authority  for  the  funding  of  the  DD  Conference.  The  funds  will  come  from 
registration  fees  and  donations.  The  federal  funds  reduction  is  included  in  Present  Law  Adjustment  No.  14. 

6)  Workers'  Comp  Fund  Switch  -  The  legislature  added  $197,543  in  general  fund  each  year  of  the  biennium  to  replace 
Workers'  Compensation  funds  (state  special  revenue)  which  historically  have  been  used  to  provide  the  state  match  for  the 
Section  1 10  grant  in  the  Vocational  Rehabilitation  Program.  Several  changes  to  the  program  and  a  recent  court  decision 
impact  the  availability  of  these  funds  for  the  match.  An  initiative  to  switch  the  state  match  from  Workers'  Compensation 
funds  to  general  fund  was  approved  by  the  legislature  for  the  1995  biennium  and  this  adjustment  completes  the  transition. 

7)  Building  Svstem  Capacitv-Emergencv  Needs  -  The  legislature  added  $166,820  in  fiscal  1998  and  $163,603  in  fiscal  1999 
to  provide  funding  for  preventing  crisis  situations  by  building  system  capacity  to  respond  to  emergency  needs.  The 
legislature  designated  this  adjustment  as  one-time-only  (not  to  be  included  in  the  fiscal  1998  base).  This  request  is  funded 
with  29.8  percent  general  fund  in  fiscal  1998  and  28.9  percent  in  fiscal  1999.  Medicaid  funds  provide  the  federal  match. 
Expenditures  are  budgeted  for  benefits  in  the  Developmental  Disability  Program,  and  would  provide  the  following:  1)  the 
ability  for  individuals  with  developmental  disabilities  and  their  families  on  service  waiting  lists  to  secure  respite  or  other 
supports;  2)  building  system  capacity  to  respond  to  emergency  needs  (i.e.  death  of  a  parent  who  has  been  the  care  provider, 
stabilization  of  an  acute  behavioral  problem);  and  3)  raising  the  minimum  respite  reimbursement  rate  for  currently  enrolled 
families. 

8)  Disability  Determination  Staff-  The  legislature  added  funding  for  additional  FTE  to  the  disability  determination  staff 
The  increased  FTE  were  approved  to  manage  additional  federally-mandated  caseloads.  The  Social  Security  Administration 
is  requiring  states  to  add  staff  to  handle  increased  case  reviews  resulting  from  changes  in  recent  federal  legislation,  including 
welfare  reform  and  drug,  alcohol,  and  addiction  eligibility  reform.  The  program  is  100  percent  federally  funded. 

9)  Donated  Dental  Services  -  The  legislature  approved  a  new  proposal  for  donated  dental  services.  This  adjustment  provides 
$24,1 10  of  general  fund  as  a  biennial  appropriation  to  facilitate  the  provision  of  donated  dental  services  to  developmentally 
disabled  and  financially  needy  individuals  who  are  not  eligible  for  such  services  under  other  programs.  This  adjustment  was 
designated  as  a  one-time-only  appropriation  (not  to  be  included  in  the  fiscal  1998  base). 

10)  Legal  Costs  -  The  legislature  added  $120,000  of  general  fund  on  a  restricted,  biennial,  one-time-only  basis  to  pay  for 
legal  costs  associated  with  defending  the  state  in  the  lawsuit  filed  by  the  Montana  Advocacy  Program  (MAP).  The  lawsuit 
is  filed  on  behalf  of  certain  developmentally  disabled  individuals  at  EHSC  and  MDC. 

Language 

"It  is  the  intent  of  the  legislature  that  the  Disability  Services  Division  pursue  federal  funding  to  enhance  and  improve  services 
to  persons  with  developmental  disabilities.  These  additional  federal  funds  may  be  expended  by  the  division  for  services  as 
long  as  those  actions  do  not  require  or  commit  the  state  to  additional  general  fund  expenditures  beyond  the  amount 
appropriated  during  the  1999  biennium  by  the  legislature  for  the  developmental  disabilities  community." 
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"Item  7c  [Legal  Costs]  is  a  restricted,  biennial  appropriation  to  be  used  for  legal  costs  associated  v^/ith  a  lawsuit  to  move 
certain  individuals  at  the  Eastmont  Human  Services  Center  and  the  Montana  Developmental  Center  to  community 
living/services." 
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Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget 

Adjustment 

Proposals 

Leg.  Budget 

Adjustment 

Proposals 

Leg.  Budget 

Leg.  Budget 

Budget  Item 

Fiscal  1996 

Fiscal  1998 

Fiscal  1998 

Fiscal  1998 

Fiscal  1999 

Fiscal  1999 

Fiscal  1999 

Fiscal  98-99 

FTE 

122.59 

2.95 

125.54 

3.60 

126.19 

125.54 

Personal  Services 

3,628,560 

61,562 

78,657 

3,768,779 

69.659 

94,647 

3,792,866 

7,561,645 

Operating  Expenses 

2,819,402 

(424,103) 

190,107 

2,585,406 

(398,190) 

190,107 

2,611,319 

5,196,725 

Equipment 

66,232 

49,718 

115,950 

(11,032) 

55,200 

171,150 

Grants 

5,347,540 

57,078 

5,404,618 

57,078 

5,404,618 

10.809,236 

Benefits  and  Claims 

136,995,732 

3,105,035 

5,983,207 

146,083,974 

6,913,344 

8,494,095 

152,403,171 

298,487,145 

Debt  Service 

9,715 

9,715 

(9,715) 

9,715 

Total  Costs 

$148,867,181 

$2,792,212 

$6,309,049 

$157,968,442 

$6,564,066 

$8,835,927 

$164,267,174 

$322,235,616 

General  Fund 

40,023,798 

1,116,003 

1,288,950 

42,428,751 

803,248 

2,033,504 

42.860,550 

85.289.301 

State/Other  Special 

2,335,595 

(87,137) 

47,970 

2,296,428 

(106,306) 

63,960 

2,293,249 

4.589,676 

Federal  Special 

106,507,788 

1,763,347 

4,972,129 

113,243,264 

5,867,124 

6,738,463 

119,113,375 

232.356.639 

Total  Funds 

$148,867,181 

$2,792,212 

$6,309,049 

$157,968,442 

$6,564,066 

$8,835,927 

$164,267,174 

$322,235,616 

Program  Description 

The  Senior  and  Long-Term  Care  Division  plans  for  and  provides  long-term  care  services  to  Montana's  senior  citizens  and 
people  with  severe  physical  disabilities.  Services  provided  by  the  division  include:  1)  managing  payments  to  Medicaid- 
funded  nursing  facilities,  home  and  community  long-term  care  programs,  and  state-owned  long-term  care  institutions;  2) 
providing  nursing  facilities  in  two  state  veterans'  nursing  homes;  3)  managing  senior  citizen  programs  under  the  federal 
Older  Americans  Act;  4)  educating  the  public  about  long-term  care  issues  and  services  and  assisting  in  long-term  care 
planning;  4)  coordinating  policy  for  the  protection  of  vulnerable  adults  from  abuse  and  neglect;  and  5)  managing  the  State 
Supplement  to  SSI  payments  system'. 

Program  Narrative 

Aging  services  grants  and  benefits  paid  on  behalf  of  Medicaid-eligible  persons  receiving  nursing  home  or  other  long-term 
care  services  comprise  over  95  percent  of  this  division's  expenditures.  The  legislature  provided  a  $9.1  million  total  funds 
increase  in  fiscal  1998  and  a  $15.4  million  total  funds  increase  in  fiscal  1999  over  the  fiscal  1996  base.  The  major  factors 
contributing  to  the  increase  were  anticipated  caseload  growth  and  program  expansion  in  certain  community  based  Medicaid 
benefits  services. 

Table  14  below  summarizes  the  service  areas  within  the  Senior  and  Long-Term  Care  Division.  A  brief  discussion  of  each 
service  area  follows  the  table. 


'Senior  and  Long-term  Care  Division  Program  Overview.  MT  Dept.  Of  Public  Health  and  Human  Services,  January 
1997,  p  3. 
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Table  14 

Senior  and  Long-Temi  Care  Division  Summary 
1999  Biennium  Budget  Comparison  lo  Fiscal  1996  Base 

Fncal  1996  But  Budgti 

FncU  1998  LegislaUve 

Budget 

Flicil  1999  LetnlKivc 

Budia 

CcaenI 
Fund 

Suie 
Specul 

Ftdenl 

TOTAL 

Ceoenl 
Fund 

Suic 
Special 

Ftdenl 

TOTAL 

%  Change 
FY96-98 

General 
Fund 

Suu 
Special 

Federal 

TOTAL 

%  Change 
FY98-99 

STATE  ADMINimiATION 

SI. 016.493 

SO 

SI.IU.OM 

$2,201  J45 

1967.140 

10 

SI. 0(2 .369 

S2.aSO.209 

■tr% 

1 

S967J4I 

SO 

SI. 0(6.091 

12.053.4)4 

0  16% 

AGINC  SEHVICES  ADMIN 

96.416 

0 

573  J07 

671.923 

118.021 

0 

684.731 

802.752 

I947« 

118.335 

0 

676.421 

794.776 

-0  99% 

VETERANS   HOMES 

610 

2,33SJ93 

i.304.4:« 

3.640.631 

0 

2.296.427 

1.330.462 

3.626.8»9 

■038% 

0 

2.293.249 

IJI7,926 

3,611.175 

■0  43% 

GRANTS 

793,247 

0 

4.354 .293 

5J47.540 

791.247 

0 

4.611.371 

5.404.618 

1  07S 

793.247 

0 

4,61IJ71 

5.404.618 

0  00% 

BENEFITS 

Aging  Benefiu 

0 

0 

0 

0 

S0.2I] 

0 

0 

80.213 

— 

161.630 

0 

0 

161.630 

101  30% 

919.000 

0 

0 

919.000 

1.019.931 

0 

0 

1.019.931 

1098% 

1.039.054 

0 

1.039.054 

1  r% 

Medicaid 

Nuning  Hood 

29  111.282 

0 

67.5I9JS1 

96.770.833 

29.222.347 

0 

68.381.010 

97.603.357 

0  86% 

29.012.441 

0 

71,060.ir 

100.072.628 

2  53% 

Conununity  Services 

4.772.4J2 

0 

11.054.000 

13, 826.482 

6.419.156 

0 

15.099.973 

2M19.129 

33  97% 

6,922.329 

0 

17.047.447 

23.969,976 

II  39% 

Wuvei 

].I3<.)I) 

0 

7.313.^39 

10.474.:i4 

3.807.996 

0 

8.937.662 

12.763.638 

21  U% 

3.843.932 

0 

9.471,038 

13.317,010 

4  32% 

liuiirutKm 

0 

0 

12.143.470 

12.843.470 

0 

0 

11.244.779 

11.244.779 

'12  45% 

0 

0 

11.991.966 

11,991,966 

6  64% 

HCBS  WuveiAgiog 

0 

0 

0 

0 

0 

0 

1.850.907 

1.850,907 

- 

0 

0 

1.850.907 

1,850.907 

0  00% 

OllKT 

U.73I 

0 

«i-<: 

lli-iOi 

0 

0 

0 

0 

-J  00  001 

0 

0 

0 

0 

= 

Subieul  Beaenu 

ninovi 

0 

stiMjii: 

137.003JU 

40J49.6U 

0 

1Q5.534.331 

ivisiajii 

t«3« 

40  9III  «» 

0 

III  471  m 

iuja3.i7i 

uu 

DIVISION  TOTAL 

110  1^17911 

aniiii 

S2 :%  4:7 

5113  741  IM 

6  11% 

tll9  m™ 

199% 

%  Chiiigc  by  Fund  Type 

Fucil  1996  -  I99t 

6  01% 

■1  6«» 

6  32% 

6  lit 

Fucil  I99«-  1999 

1  02% 

-014% 

J  18% 

3  99% 
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State  Administration 

This  includes  the  staff  and  resources  necessary  to  administer  the  division  and  the  Medicaid  and  Supplemental  Security 
Income  benefits  programs.  The  legislative  appropriation  reflects  an  approximate  $1 50,000  reduction  each  year  of  the  1999 
biennium  from  the  fiscal  1996  base  due  to  the  elimination  of  one-time  contracted  services  expenditures  recorded  in  the  base 
year. 

Aging  Services  Administration 

This  includes  the  staff  and  resources  necessary  to  administer  the  state's  Office  on  Aging  and  grants  to  the  1 1  Area  Agencies 
on  Aging.  The  legislature  authorized  an  additional  $220,794  federal  funds  each  year  of  the  1999  biennium  for  administrative 
expenses  associated  with  two  projects:  an  Alzheimer's  Demonstration  grant  (contracted  services)  and  Aging  Health 
Information  (1 .0  FTE  and  operating  expenses).  (See  New  Proposals  Nos.  2  &  8.)  The  increase  allowed  for  these  two  projects 
accounts  for  over  $120,000  increase  in  this  service  area  each  year  of  the  1999  biennium  from  the  fiscal  1996  base. 

Veterans'  Homes 

Montana  owns  two  veterans'  nursing  homes:  a  90-bed  facility,  the  Montana  Veterans'  Home  (MVH)  in  Columbia  Falls,  and 
an  80-bed  facility,  the  Eastern  Montana  Veterans'  Home  (EMVH)  in  Glendive.  The  MVH  is  operating  with  state  staff  while 
the  EMVH  is  operated  under  contract.  The  veterans'  homes  are  funded  with  a  portion  of  the  state  cigarette  tax,  private 
insurance  and  Medicaid  reimbursements,  and  Veterans'  Administration  reimbursements.  The  1999  biennium  budget  remains 
about  the  same  as  the  fiscal  1996  base.  A  one-time  expenditure  in  fiscal  1996  for  start-up  expenses  at  the  EMVH  were 
removed  from  the  budget;  however,  offsetting  increases  were  allowed  for  additional  staff  at  MVH.  These  increases  become 
a  part  of  the  on-going  expenditure  base. 

Grants 

This  category  includes  aging  services  grants  to  the  1 1  Area  Agencies  on  Aging.  General  ftind  and  federal  funds  support  these 
grants.  Primary  services  include  senior  centers,  transportation,  home  chore  services,  congregate  meals,  meals  on  wheels, 
homemaker  services,  and  information  and  referral  services.  Aging  grants  are  budgeted  to  increase  slightly  in  fiscal  1998  due 
to  additional  federal  funds  authorized  for  health  information  grants.  (See  New  Proposal  No.  8.) 

Benefits 

This  category  includes  Medicaid  funded  services,  supplemental  security  income  benefits,  and  expenditures  recorded  as 
benefits  but  intended  to  supplement  the  aging  services  grant  program. 

Aging  Benefits 

The  legislature  provided  $80,213  general  fund  in  fiscal  1998  and  $161,630  general  fund  in  fiscal  1999  for  a  provider  rate 
increase  for  aging  services.  HB  2  includes  language  specifying  legislative  intent  that  these  funds  be  used  to  provide 
additional  senior  citizens'  services,  not  to  supplement  any  administrative  funds  at  the  Area  Agencies  on  Aging. 

Stale  Supplemental  Payments 

These  benefits  are  1 00  percent  general  fund  and  supplement  the  federal  Social  Security  Supplemental  Income  (SSI)  payments 
to  SSI  eligible  individuals  who  reside  in  designated  residential  care  facilities.  The  legislature  provided  an  additional  $100,931 
general  fund  in  fiscal  1998  and  $120,054  general  fund  in  fiscal  1999  to  reflect  anticipated  caseload  growth  in  this  service  area. 
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Medicaid  Benefits 

Medicaid  benefits  payments  in  this  division  include  nursing  facilities,  community  programs,  and  payments  to  state 
institutions.  Costs  incurred  in  the  Medicaid  program  are  funded  from  state  general  fund  and  matched  with  federal  Medicaid 
funds  at  the  prevailing  Federal  Medical  Assistance  Percentage  (FMAP)  rate.  The  FMAP  rate  is  projected  to  increase  in  the 
1999  biennium  compared  to  the  1996  base;  this  results  in  less  reliance  on  the  state  general  fund  than  otherwise  needed.  This 
rate  changes  annually. 

Medicaid  Nursing  Facility  Services  -  This  service  area  provides  payment  for  short  and  long-term  nursing  care  for  Medicaid 
eligible  persons.  Total  nursing  home  expenditures  are  projected  to  increase  slightly  in  the  1999  biennium:  less  than  1  percent 
from  fiscal  1996  to  fiscal  1998  and  2.5  percent  from  fiscal  1998  to  fiscal  1999.  The  increase  reflects  the  anticipated  caseload 
changes  in  the  1999  biennium  and  an  annual  1.5  percent  provider  rate  increase. 

HB  2  also  includes  language  that  appropriates  to  this  service  area,  on  a  one-time  basis,  50  percent  of  any  general  fund  share 
collected  from  the  lien  and  estate  recoveries  in  excess  of  the  first  $600,000  general  fund  share.  The  other  50  percent  is 
appropriated,  also  on  a  one-time  basis,  to  the  Medicaid  home  and  community  waiver  program. 

Medicaid  Community  Services  -  This  service  area  provides  payment  for  in-home  services  that  help  Medicaid-eligible  senior 
citizens  and  people  with  disabilities  to  remain  in  their  own  homes.  This  includes  personal  care  services;  home  health  services, 
such  as  skilled  nursing  and  home  health  aide  services;  home  dialysis;  and  hospice  services.  Personal  care  services,  home 
dialysis,  and  hospice  services  are  not  federally-mandated  services.  They  are  optional  services  allowed  by  federal  law  and 
authorized  by  the  Montana  legislature.  Home  health  services  are  federally-mandated  services. 

The  legislature  authorized  an  additional  $5.9  million  total  funds  in  fiscal  1998  and  $8.1  million  total  funds  in  fiscal  1999 
compared  to  the  fiscal  1996  base  to  address  increased  caseload.  A  portion  of  this  increase,  $0.5  million  in  fiscal  1998  and 
$0.6  million  in  fiscal  1999,  was  transferred  to  the  Addictive  and  Mental  Disorders  Division  to  fund  the  mental  health 
managed  care  contract. 

The  legislature  also  authorized  a  1 .5  percent  provider  rate  increase  each  year  of  the  1 999  biennium,  totaling  $305,904  in  fiscal 
1998  and  $678,037  in  fiscal  1999.  Overall,  Medicaid  Community  Services  expenditures  are  estimated  to  increase  36  percent 
from  fiscal  1996  to  fiscal  1998  and  an  additional  1 1  percent  to  fiscal  1999. 

Medicaid  Community  Waiver  Services  -  This  service  area  provides  home  and  community  based  services  to  those  Medicaid- 
eligible  persons  who  require  nursing  home  or  hospital  level  of  care  but  prefer  to  receive  services  in  their  homes  or  in 
community  settings.  This  service  area  is  not  an  entitlement  and  the  number  of  persons  served  is  constrained  by  the  amount 
of  available  funds.  There  were  approximately  1,200  persons  served  by  this  program  in  fiscal  1996  at  a  cost  of  approximately 
$10.5  million.  The  legislature  authorized  an  additional  $2.1  million  in  fiscal  1998  and  $2.5  million  in  fiscal  1999  to  expand 
this  service  area  and  provide  services  to  a  minimum  of  72  people  on  a  waiting  list  for  community  waiver  services. 

HB  2  also  includes  language  that  appropriates  to  this  program,  on  a  one-time  basis,  50  percent  of  any  general  fund  share 
collected  from  the  lien  and  estate  recoveries  in  excess  of  the  first  $600,000  general  fund  share.  The  other  50  percent  is 
appropriated,  also  on  a  one-time  basis,  to  the  Medicaid  nursing  home  program. 

Medicaid  State  Institution  Reimbursement  -  This  service  area  provides  federal  Medicaid  reimbursement  to  state  institutions 
including  the  Montana  Developmental  Center,  Eastmont  Human  Services  Center,  and  the  Montana  Veterans'  Home.  (The 
federal  Medicaid  funds  are  ultimately  deposited  to  the  state  general  fund  because  the  operating  budgets  of  these  institutions 
are  funded  up-front  with  general  fund.)  Until  April  1,  1997,  Medicaid  reimbursements  were  also  provided  to  the  Montana 
State  Hospital  and  the  Montana  Mental  Health  Nursing  Care  Center.  After  that  date,  these  two  institutions  were  moved  into 
the  mental  health  managed  care  system.  The  1999  biennium  legislative  appropriation  for  the  Medicaid  state  institutions 
reimbursement  program  reflects  this  transfer. 
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Home  &  Community  Based  Waiver/Aging  Services  -  This  was  an  executive  proposal  authorized  by  the  legislature  in  the  1999 
biennium  with  $1,850,907  federal  Medicaid  matching  authority  each  year.  The  department  is  exploring  the  feasibility  of 
using  currently-appropriated  general  fund  dollars  in  the  division  as  match  to  expand  services  for  the  elderly  under  the 
Medicaid  Community  Waiver  Services  program.  (See  New  Proposal  No.  1 .) 

Funding 

The  Senior  and  Long-Term  Care  Division  is  funded  with:  1 )  general  fiind;  2)  state  special  revenue,  including  private  cigarette 
tax  and  insurance  reimbursements  for  veteran  nursing  home  services;  and  3)  federal  funds,  including  Medicaid  funds. 
Veterans'  Administration  reimbursement  for  nursing  home  care,  and  several  federal  grants  under  the  Older  Americans  Act 
that  support  aging  services. 

General  fund  supports  all  services  in  this  division  except  veterans'  nursing  homes.  General  fund  increases  $1 .4  million  in 
fiscal  1998  from  the  base  budget  and  an  additional  $1.4  million  in  fiscal  1999.  Total  funds  increase  $9.1  million  in  fiscal 
1998  and  an  additional  $6.3  million  in  fiscal  1999.  Federal  Medicaid  funds  contribute  the  largest  portion  of  the  funding 
increase. 


Present  Law 

4)  Nursing  Homes  Adjustment  -  This 
adjustment  reflects  the  anticipated  change  in 
nursing  home  bed  days  in  the  1999  biennium. 
The  legislature  reduced  this  item  by  $607,760  in 
fiscal  1998  and  added  $355,525  in  fiscal  1999. 
This  adjustment  is  funded  at  the  estimated 
FMAP  rates  for  the  1999  biennium,  resulting  in 
a  $78,619  general  fund  reduction  and  a 
$173,616  federal  Medicaid  funds  reduction  in 
the  1999  biennium. 

5)  Caseload  Adjustments  All  Services  -  The 
legislature  added  $4,539,438  in  fiscal  1998  and 
$6,712,625  in  fiscal  1999  to  fund  projected 
caseload  growth  in  the  Medicaid  home  health, 
personal  care,  hospice,  and  home  dialysis 
services.  Personal  care,  hospice,  and  home 
dialysis  services  are  not  federally-mandated 
services.  Rather,  they  are  optional  services 
allowed  by  federal  law  and  authorized  by  the 
Montana  legislature.  This  present  law 
adjustment  and  Present  Law  Adjustment  No.  9 
both  reflect  caseload  adjustments  for  the  same 
services.  This  adjustment  allows  a  1 5  percent 
caseload  increase  in  fiscal    1998  and  a   10 

percent  increase  in  fiscal  1999;  Present  Law  Adjustment  No.  9  is  for  caseload  increases  expected  in  fiscal  1997.  This 
adjustment  is  funded  at  the  estimated  FMAP  rates  for  the  1999  biennium,  resulting  in  $3,292,720  general  fund  and  $7,959,342 
federal  Medicaid  funds  in  the  1999  biennium. 
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Adjustments 

Adjustments 

Present  Law  Description 

Fiscal  1998 

Fiscal  1999 

Statewide  Present  Law  Adjustments 

55,554 

63,651 

01                  Personal  Services 

02                  Inflation  /  Deflation 

23,976 

36,745 

03                  Fixed  Costs 

8,547 

10,245 

Total  Statewide  Adjustments 

$88,077 

$110,641 

Significant  Present  Law  Adjustments 

(607,760) 

355,525 

04      91003    Nursing  Homes  Adjustment 

35      91005    Caseload  Adjustments  All  Svcs 

4,539,438 

6,712,625 

06      91099    Transfer  Medicaid  Funds  To  Mental  Healt 

(3,615,777) 

(4,397,646) 

07      91213    Administrative  Contracted  Services  Reduc 

(335,813) 

(335,047) 

08      91232    Admin  &  Benefits  Adjustments  To  Ssi 

140,232 

159,355 

09      91234    Community  Services 

1,365,953 

1,365,953 

10      91237    Equipment  For  Mt.  Vets  Home 

90,000 

30,000 

11      91239    Emvh  Start  Up  Subsidy  Elimination 

(136,464) 

(136,464) 

12      91240    Institutions  Medicaid  Adjustment 

1,498,438 

2,933,021 

13      91666    Longevity  Correction 

6,008 

6,008 

Total  Significant  PL  Adjustments 

$2,944,255 

$6,693,330 

Other  Base  Adjustments 

($240,120) 
$2,792,212 

($239,905) 
$6,564,066 

Grand  Total  Present  Law  Adjustments 
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6)  Transfer  Medicaid  Funds  to  Mental  Health  Managed  Care  -  The  legislature  transferred  $3,615,777  in  fiscal  1998  and 
$4,397,646  in  fiscal  1999  from  this  program  to  fund  the  Mental  Health  Access  Plan.  A  small  portion,  approximately  14 
percent  each  year,  is  from  Community  Based  Services.  Most  of  the  transfer  comes  from  Medicaid  reimbursements  for  mental 
health  services  provided  at  Montana  State  Hospital  and  Montana  Mental  Health  Nursing  Care  Center. 

7)  Administrative  Contracted  Services  Reductions  -  The  legislature  reduced  contracted  services  by  $335,813  in  fiscal  1998 
and  $335,047  in  fiscal  1999  for  the  following:  1)  a  decrease  of  $279,41 1  due  to  elimination  of  development  costs  for  the 
single  point  of  entry  system  for  assessing  long-term  care  needs  for  the  elderly;  2)  a  transfer  of  $15,021  each  year  of  the 
biennium  to  the  Disability  Services  Division  for  the  contract  to  screen  admission  to  the  Medicaid  waiver  and  to  state 
institutions  for  people  with  developmental  disabilities;  3)  a  net  increase  of  $7,140  in  fiscal  1998  and  $7,906  in  fiscal  1999 
for  contracts  for  dietician  services  and  for  legal  expenses  for  fair  hearings  officers  provided  by  the  Attorney  General's  office; 
4)  an  increase  of  $51,479  each  year  of  the  biennium  for  warehousing  commodities  delivered  to  Human  Resource 
Development  Councils  (HRDCs)  for  the  elderly;  and  5)  a  reduction  of  $100,000  each  year  of  the  biennium  to  reflect 
completion  of  a  one-time  lien  and  estate  recovery  education  program.  This  present  law  adjustment  is  funded  with  $139,295 
general  fund  and  $196,518  federal  funds  in  fiscal  1998  and  $139,045  general  fund  and  $196,002  federal  funds  in  fiscal  1999. 

8)  Admin  &  Benefits  Adjustments  to  SSI  -  The  legislature  added  $140,232  in  fiscal  1998  and  $159,355  in  fiscal  1999  for 
the  following:  1)  an  increase  of  $39,301  each  year  of  the  biennium  to  reimburse  the  Social  Security  Administration  for 
adding  the  state  supplemental  amount  to  social  security  checks;  2)  an  increase  of  $63,803  each  year  to  annualize  the  cost  of 
74  additional  people  in  adult  residential  care  who  became  eligible  for  the  state  supplement;  and  3)  an  increase  of  $37,128 
in  fiscal  1998  and  $56,251  in  fiscal  1999  to  fund  a  projected  2  percent  caseload  growth  anticipated  in  adult  foster  homes. 
This  present  law  increase  is  funded  100  percent  with  general  fund. 

9)  Community  Services  -  The  legislature  added  a  net  increase  of  $1,365,953  each  year  of  the  biennium  for  Medicaid  eligible 
home-based  services. 

10)  Equipment  for  Montana  Vets  Home  -  The  legislature  added  $120,000  in  the  1999  biennium  for  equipment  for  the 
Montana  Veterans'  Home,  including  a  22  passenger  bus  with  lift  and  wheelchair  space,  an  emergency  generator,  seven 
electric  beds,  a  convection  oven,  and  a  walk-in  freezer.  This  results  in  an  increase  of  $90,000  in  fiscal  1998  and  $30,000  in 
fiscal  1999  over  the  base. 

11)  EMVH  Start  Up  Subsidy  Elimination  -  The  legislature  accepted  a  reduction  of  $136,464  each  year  of  the  biennium  for 
elimination  of  a  subsidy  payment  for  startup  costs  to  the  contractor  operating  the  Eastern  Montana  Veterans'  Home  (EMVH). 
The  subsidy  was  during  fiscal  1996  only.  This  reduction  is  funded  by  cigarette  tax  state  special  revenue. 

12)  Institutions  Medicaid  Adjustment  -  The  legislature  added  $1,498,438  in  fiscal  1998  and  $2,933,021  in  fiscal  1999  for 
the  federal  portion  of  Medicaid  funding  for  state-owned  institutions.  The  estimated  expenditure  increase  is  based  on  the 
anticipated  increase  in  costs  and  increase  in  Medicaid  caseload  at  the  institutions. 

13)  Longevity  Correction  -  This  addition  corrects  a  miscalculation  of  longevity  payments  in  the  initial  determination  of 
present  law  personal  services.  If  longevity  had  been  correctly  calculated,  these  funds  would  have  been  included  in  the 
"statewide  adjustments"  above.  This  adjustment  is  funded  with  general  fund  totaling  $2,652  and  state  special  revenue 
(cigarette  tax)  totaling  $9,364  in  the  1999  biennium. 

Other  Base  Adjustments  -  Numerous  small  dollar  increases  and  decreases  from  the  base  year  in  operating  expenses  comprise 
the  net  amounts  for  other  base  adjustments. 
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Department  of  Public  Health  &  Hi 

^gislative  Budget  New  Proposals 

jman  Serv 

ices 

Fiscal  1998 

Senior  &  Long- 

Term  Care  Division 

Fiscal  1999 

New  Proposal  Description 

FTE 

Ueneral 
Fund 

Other 
Funds 

Total 
Funds 

FTE 

Ueneral 
Fund 

Other 
Funds 

Total 
Funds 

Increase  Aging  Services:  Hcbs 
01       Waiver 

1.850,907 

1,850,907 

1,850.907 

1,850,907 

02  Aging  Alzheimer's  Staff 

03  Nurse  Assistant  At  Mvh 

04  Provider  Rate  Increase 

1.20 

217,903 

146,096 

24,955 

323,892 

146,096 

24,955 

541,795 

1.60 

448,041 

146.096 

33.273 

705,316 

146,096 

33.273 
1,153,357 

05  Nursing  Home  Rebase 

06  Expand  Hcbs  Waiver 

433,981 
637,066 

1,020,867 
1,498,591 

1,454.848 
2.135,657 

855,089 
730,374 

2,105,745 
1,798,623 

2,960,834 
2,528,997 

07      Mds   Coordinator  At  Mvh 

0.75 

23,015 

23,015 

1.00 

30,687 

30,687 

08      Aging  Health  Information  Staff 

1.00 

131,776 

131,776 

1.00 

131,776 

131,776 

Total  For  New  Proposals 

2.95 

$1,288,950 

$5,020,099 

$6,309,049 

3.60 

$2,033,504 

$6,802,423 

$8,835,927 

New  Proposals 

1)  Increase  Aging  Services:  HCBS  Waiver  -  The  legislature  added  $1,850,907  each  year  of  the  biennium  in  federal  matching 
authority.  The  department  is  exploring  the  feasibility  of  using  currently-appropriated  general  fund  dollars  in  the  division  as 
match  to  expand  services  for  the  elderly  under  the  Medicaid  Home  and  Community  Based  Services  (HCBS)  Waiver  Program. 

2)  Aging  Alzheimer's  -  The  legislature  added  $146,096  for  each  year  of  the  biennium  in  federal  funds  to  support  the 
Alzheimer  Demonstration  Project  grant.  This  program  has  been  added  by  budget  amendment  each  year  since  it  started  in 
1993.  This  appropriation  makes  the  program  part  of  the  ongoing  base  appropriation.  The  project  includes  strengthening  and 
expanding  the  infrastructure  of  existing  provider  programs  and  systems  by  coordinating,  educating,  and  disseminating 
information  about  Alzheimer's  disease. 

3)  Nurse  Assistant  at  MVH  -  The  legislature  added  1.20  FTE  and  $24,955  in  fiscal  1998  and  1.60  FTE  and  $33,273  in  fiscal 
1999  for  a  certified  nursing  assistant  (CNA)  at  the  Montana  Veterans'  Home  (MVH)  due  to  an  increase  in  the  level  of  acuity 
of  current  residents.  This  adjustment  is  funded  100  percent  with  state  special  revenue  (insurance  reimbursements  and 
cigarette  tax). 

4)  Provider  Rate  Increase  -  The  legislature  added  $541,795  in  fiscal  1998  and  $1,153,357  in  fiscal  1999  to  increase  the 
reimbursement  rates  for  senior  and  long-term  care  service  providers  other  than  nursing  facilities  by  1 .5  percent  each  year  of 
the  1999  biennium.  The  programs  covered  by  this  provider  rate  increase  include  the  Medicaid  Community  Services  Program 
(waiver  and  HCBS  programs)  and  the  Aging  Program. 

5)  Nursing  Home  Rebase  -  The  legislature  added  $1,454,848  in  fiscal  1998  and  $2,960,834  in  fiscal  1999  to  rebase  the 
system  of  reimbursement  for  nursing  facilities  in  fiscal  1998  to  more  current  cost  data  and  to  increase  the  reimbursement  rates 
for  nursing  facilities  by  1.5  percent  each  year  of  the  biennium.  This  adjustment  is  funded  with  general  fund  and  federal 
Medicaid  funds  at  the  FMAP  rate. 

6)  Expand  HCBS  Waiver  -  The  legislature  added  $2,135,657  in  fiscal  1998  and  $2,528,997  in  fiscal  1999  to  increase  the 
number  of  Montanans  served  in  the  Home  and  Community  Based  Services  (HCBS)  Waiver  Program.  This  adjustment 
increases  services  to  a  minimum  of  72  additional  elderly  and  disabled  individuals  from  the  list  of  those  who  are  waiting  for 
services.   The  program  provides  Medicaid  funded,  long-term  care  services  to  people  who  are  able  to  remain  in  their  own 
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homes  or  to  live  in  smaller  alternative  residential  care  settings.  This  waiver  expansion  adjustment  is  funded  from  general 
fund  and  federal  funds  split  at  the  anticipated  FMAP  rate  each  year  of  the  1999  biennium. 

7)  MDS  Coordinator  at  MVH  -  The  legislature  added  0.75  FTE  and  $23,015  in  fiscal  1998  and  1.00  FTE  and  $30,687  in 
fiscal  1999  for  a  minimum  data  set  (MDS)  coordinator  position  for  the  NfVH.  TTiis  position  will  provide  for  implementation 
of  federal  regulations  governing  licensing  of  the  MVH.  This  adjustment  is  funded  100  percent  with  state  special  revenue 
(insurance  reimbursements  and  cigarette  tax). 

8)  Aging  Health  Information  Staff-  The  legislature  added  1. 0  FTE  and  $131,776  each  year  of  the  biennium  in  federal  funds 
to  continue  the  statewide  Information,  Counseling,  and  Assistance  (ICA)  Program  for  beneficiaries  relating  to  Medicare, 
Medicaid,  long-term  care  insurance,  and  other  health  benefit  information.  The  ICA  Program  has  been  in  place  since  fiscal 
1993  and  has  been  added  by  budget  amendment  each  year.  This  adjustment  provides  the  program  with  an  ongoing  base 
appropriation.  ICA  services  include  increasing  the  distribution  of  Medicaid  and  Medicare  information  to  individuals  and 
groups  through;  education  seminars,  publicizing  the  toll-free  telephone  numbers  of  assistance  organizations,  providing 
individual  and  group  counseling  sessions,  and  establishing  a  system  of  referral  for  assistance  to  beneficiaries  with  health 
insurance  problems. 

Language 

"Item  8(c)  includes  $80,213  in  fiscal  year  1998  and  $161,630  in  fiscal  year  1999  for  aging  services.  It  is  the  intent  of  the 
legislature  that  these  funds  be  expended  only  to  provide  additional  services,  not  for  increased  administrative  costs." 

"The  department  is  authorized  to  supplement  funds  appropriated  to  rebase  nursing  home  rates  with  funds  appropriated  for 
increased  nursing  home  bed  days  in  order  to  avoid  inappropriate  decreases  in  the  department's  current  nursing  home 
reimbursement  formula  and  to  comply  with  federal  law,  as  long  as  total  program  expenditures  do  not  exceed  the  appropriation 
for  nursing  homes." 

"The  general  fund  share  collected  from  the  lien  and  estate  recoveries  pursuant  to  Title  53,  chapter  6,  part  I,  in  excess  of  the 
first  $600,000  is  appropriated  on  a  one-time  basis  in  the  amount  of  50%  to  the  medicaid  home  and  community  waiver 
program  and  50%  to  the  medicaid  nursing  home  program." 
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Base                 PL  Base 
Budget            Adjustment 
Fiscal  1996        Fiscal  1998 

New 

Proposals 

Fiscal  1998 

Addictive  &  Mental  Disorders  Division 

Total                PL  Base                New                  Total 
Leg.  Budget       Adjustment          Proposals         Leg.  Budget 
Fiscal  1998        Fiscal  1999        Fiscal  1999        Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  98-99 

Budget  Item 

FTE 

677.42 

(8.50) 

(1.00) 

667.92 

(8.50) 

(1.00) 

667.92 

667.92 

Personal  Services 

Operating  Expenses 

Equipment 

Grants 

Benefits  and  Claims 

22,552,408 

5,812,667 

132.885 

14,760,484 

15,237,129 

(106,348) 

73,479,679 

(50,689) 

(10,760,657) 

(15,076,090) 

(39,397) 
(9,601) 

22,406.663 

79,282.745 

82,196 

3,999,827 

161,039 

(12,612) 
76,112,769 

(50,689) 
(10,760,229) 
(15,076,090) 

(39,397) 
(122,231) 

22,500,399 

81,803,205 

82,196 

4,000,255 

161,039 

44,907,062 

161,085,950 

164,392 

8,000,082 

322,078 

Total  Costs 

$58,495,573 

$47,485,895 

($48,998)  $105,932,470 

$50,213,149 

($161,628)  $108,547,094 

$214,479,564 

General  Fund 
State/Other  Special 
Federal  Special 

38,734,819 

2.628,110 

17,132.644 

5,896,568 
19.198.452 
22,390,874 

(48,998) 

44,631,387 
21,777,564 
39,523,518 

6,526,048 
19,346,357 
24,340,745 

(112,589) 
(49,039) 

45,148,278 
21,925,428 
41,473,389 

89,779,665 
43,702,991 
80,996,907 

Total  Funds 

$58,495,573 

$47,485,895 

($48,998)  $105,932,470 

$50,213,149 

($161,628)  $108,547,094 

$214,479,564 

Program  Description 

The  Addictive  and  Mental  Disorders  Division  (AMDD)  manages  a  statewide  continuum  of  prevention,  treatment,  and 
reiiabiiitation  services  for  people  with  chemical  dependency  and  mental  illness.  Chemical  dependency  services  are  provided 
through  inpatient  and  outpatient  settings.  Direct  inpatient  services  are  provided  at  the  76  bed  Montana  Chemical  Dependency 
Center  (MCDC)  in  Butte.  Other  inpatient  and  outpatient  services  are  provided  through  contracts  with  community-based 
programs  around  the  state. 

Effective  April  1,  1997,  nearly  all  publicly-funded  mental  health  services  in  Montana  are  provided  within  a  managed  care 
system,  called  the  Mental  Health  Access  Plan  (MHAP).  The  department  contracts  with  a  managed  care  organization  to 
provide  in-patient  and  out-patient  mental  health  services  on  a  prepaid,  full-risk  basis.  MHAP  operates  throughout  Montana 
and  includes  all  mental  health  services  previously  furnished  through  Medicaid  and  state  programs. 

Program  Narrative 

The  legislature  provided  an  overall  $47.4  million  increase  in  the  division's  budget  from  fiscal  years  1996  to  1998  and  an 
additional  $2.6  million  increase  fi-om  fiscal  years  1998  to  1999.  Table  15  presents  the  division's  biennial  budget  by  ftind  type 
in  five  service  areas:  1)  Institutions;  2)  Community  Mental  Health;  3)  Mental  Health  Managed  Care;  4)  Chemical 
Dependency;  and  5)  Division  Administration.  The  table  compares  changes  in  total  expenditures  by  service  area  from  fiscal 
years  1996  to  1 998  and  fiscal  years  1998  to  1999.  The  percent  change  figures  for  fiscal  1996-1998  represent  a  two-year  time 
period,  while  the  percent  change  figures  for  fiscal  1998-1999  represent  one  year.  As  can  be  seen  in  this  table,  the  most 
significant  changes  occurred  in  mental  health  services. 
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Table  15 

Addictive  and  Mental  Disorders  Division 

FY  96  Actual  Expenditures  and  1999  Biennium  HB2 

Appropriation  by  Service  Area 

Fbcal  \9H  Buc  Expenditures 

Fiscal  1998  LxfulUin  Approprutioo 

fiscal  1999  Lefblatifc  AppropciMka                   | 

Genera] 

State 

Gcnenl 

Suit 

GcnenI 

Sute 

tern               Service  Are*                              Fund 

Special               Federal 

TOTAL 

Fund 

Speciil 

Folcnl 

TOTAL 

Fund 

Special 

Fedcnl 

TOTAL 

hue  Ycir  Expenditures                   24.335.755 

132.636                        0 

24.46<.39l 

24.335.755 

132.636 

0 

24.468.391 

24,335,755 

132,636 

0 

24.468,391 

Trtnifer  lo  Mgd  Care  (1) 

(19.021.147) 

19.290.272 

0 

269,125 

(18,9%,722) 

19,416,853 

0 

420.131 

Other  Adjustmenu 

7.352 

25.338 

0 

32,690 

7,337 

25,291 

0 

32,628 
24,921,150 

Subioul  Iruiituuons                       24.333,755 

132.636                        0 

24,4M,391 

5.321.960 

19.448.246 

0 

24,770.206 

5,346,370 

19,574,780 

0 

2     Commuruty  Menul  HealUi 

hue  Year  Enpenditurcs                   13.513.032 

0         13.414,399 

26.927.431 

13.513,032 

0 

13,414,399 

26.927,431 

13,513,032 

0 

13,414,399 

26,927.431 

Transfer  lo  M£(l  Care 

(13.413.032) 

0 

(13.114.399) 

(26,527,431) 

(13,413,032) 

0 

(13.114,399) 

(26,527,431) 

Subioul  Community  MH               13.513.032 

0         13.414.399 

26,927.431 

100.000 

0 

300.000 

400,000 

100,000 

0 

300.000 

400,000 

3    Mcnul  Health  Managed  Care 

Transfer  from  Iruutuuons 

19.021.147 

0 

0 

19,021,147 

18.996,722 

0 

0 

18,996,722 

Transfer  from  Community 

13.413.032 

0 

13.114.399 

26,527.431 

13,413,032 

0 

13.114,399 

26,527,431 

Transfer  from  other  Divuions 

1)  From  Health  Policy  &  Services 

6.354.643 

0 

14.948,216 

21,302,859 

6,294,047 

0 

15,499,746 

21,793,793 

2}  From  Seniot  &.  Long-Term  Care 

154.713 

0 

3,461,064 

3,615,777 

177,069 

0 

4,220,577 

4,397,646 

Other  Adjusimenis 

1)  Budget  error/double  counung 

(3.800.000) 

0 

0 

(3,800,000) 

(3,800,000) 

0 

0 

(3,800,000) 

2)  Revised  Medicaid  projections 

604.601 

0 

1,422,221 

2,026,822 

757,982 

0 

1,866,611 

2,624.593 

3)  Add  GF  match/ instjtuuons 

1.316.622 

0 

0 

1,316,622 

1,536,798 

0 

0 

1,536,798 

4)  Net  increase  from  base  expenditures 

1.616.587 

2.086.547 

3,703.134 

1.932.082 

2.280.546 

4,212,628 

Net  MH  Managed  Care                                0 

0                        0 

0 

38.6(1.345 

0 

35.032.447 

73,713.792 

39.307.732 

0 

36.981.879 

76.289,611 

4    Chemical  Dependency 

MCDC                                                            0 

2.245.231                         0 

2.245.231 

0 

2.281.175 

0 

2,281,175 

0 

2,303,020 

0 

2,303,020 

Commumty                                                 0 

0          3.226.127 

3.226.127 

161.039 

0 

3.599.827 

3,760,866 

161.039 

0 

3,600,255 

3,761,294 

Subtotal  Chem  Dependency                          0 

2.245.231           3.226.127 

5.471.358 

161.039 

2.281,175 

3.599.827 

6,042.041 

161.039 

2,303.020 

3,600,255 

6,064.314 

5    Division  Administration                          886.032 

250.243              492.118 

1.628.393 

913.599 

48,143 

591.245 

1.552.987 

803.611 

47,627 

591,256 

1,442,494 

6    Unallocated  (2)                                                  0 

0                        0 

0 

(546.555) 

0 

0 

(546.555) 

(570,474) 

0 

0 

(570,4741 

Total  Division                              38.734.819 

2.628.110         17.132.644 

58.495.573 

44.631.388 

21.777.564 

39.523.519 

105.932.471 

45.148.278 

21,925,427 

41,473,390 

108,547.095 

%  Change  by  Fund  Type 

F«cal  1996  -  1998 

1S.22S 

728.64% 

130.69* 

81.09% 

Fiscal  1998-1999 

1.16% 

0.68% 

4.93% 

2.47% 

1  i  'Hbi  •d;u«iDaK  klio  ibowi  ibe  fuodisi  ncUuiAcabcn  ic 

BautpecuJ  rrvoNe. 

Thii  fwJucoon  miv  V  illocwed  thrcuiboui  ibt  divuioo 
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Mental  Health  Managed  Care 

The  1995  legislature  approved  an  executive  branch  initiative  to  consolidate  publicly-funded  mental  health  services 
administered  in  several  state  agencies  into  one  cohesive  system  and  have  the  system  managed  by  a  managed  care  organization 
with  the  tandem  goals  of  improving  service  quality  and  controlling  costs.  The  conversion  to  managed  care  occurred  on  April 
1,  1997.  The  new  mental  health  managed  care  plan  is  called  the  Mental  Health  Access  Plan  (MHAP). 

Under  MHAP,  services  are  available  to  all  Medicaid  eligible  individuals  and  families  with  incomes  below  200  percent  of  the 
federal  poverty  level  with  children  diagnosed  as  seriously  emotionally  disturbed  or  adults  diagnosed  as  severely  mentally 
ill.  MHAP  services  will  be  fiinded  through  two  sources:  1)  the  Medicaid  pool,  a  capitated  pool  (a  monthly  rate  per  Medicaid- 
eligible  which  varies  according  to  Medicaid-eligibility  type  and  age),  which  will  replace  all  Medicaid  fee-for-service  funding 
for  mental  health  services;  and  2)  the  fixed  pool  that  includes  all  programs  traditionally  funded  with  only  state  funds,  such 
as  community  mental  health  centers  for  severe  psychiatric  disabilities,  the  Montana  State  Hospital  and  Montana  Mental 
Health  Nursing  Care  Center,  and  Managing  Resources  Montana  (MRM)  for  children  and  adolescents  with  severe  emotional 
disturbances. 

Prior  to  reorganization,  the  department  accounted  for  its  Medicaid-ftinded  physical  and  mental  health  benefits  costs  in  one 
program.  Subsequent  to  reorganization,  the  department  accounts  for  its  Medicaid- funded  physical  and  mental  health  benefits 
in  three  programs:  Health  Policy  and  Services,  Senior  and  Long-Term  Care,  and  Addictive  and  Mental  Disorders. 
Consequently,  all  fiscal  1996  expenditures  for  mental  health  that  have  been  consolidated  under  MHAP  are  reflected  in  the 
base  expenditures  in  each  of  these  programs.  In  order  to  accommodate  the  mental  health  managed  care  system,  the  agency 
had  to  identify  the  Medicaid-funded  mental  health  expenditures  in  the  Health  Policy  and  Services  and  Senior  and  Long-Term 
Care  Divisions  that  belong  in  the  Addictive  and  Mental  Disorders  Division.  These  costs  were  presented  to  the  legislature 
and  are  reflected  in  the  Addictive  and  Mental  Disorders  Division  budget  as  a  present  law  adjustment.  (See  Present  Law 
Adjustment  Nos.  5,  9,  and  10.) 

Table  15  shows  the  fiscal  1996  mental  health-related  base  expenditures  in  the  Addictive  and  Mental  Disorders  Division,  the 
fiscal  1998  and  1999  adjustments  for  MHAP  funding,  and  the  final  fiscal  1998  and  1999  legislative  budget  for  MHAP. 
The  adjustments  for  the  institutions'  portion  of  MHAP  is  shown  in  item  no.  1  on  Table  15.  The  institutions  included  in 
MHAP  funding  are  the  Montana  State  Hospital  and  the  Montana  Mental  Health  Nursing  Care  Center  (MMHNCC).  While 
the  total  budget  for  these  two  institutions  is  $24.8  million  in  fiscal  1998  and  $24.9  million  in  fiscal  1999,  the  general  fund 
amount  transferred  to  fund  MHAP  is  approximately  $19.0  million  annually.  This  amount  was  derived  by  estimating  the 
percentage  of  people  residing  in  the  institutions  that  would  be  eligible  for  MHAP  services.  That  percentage  was  then  applied 
to  the  institutions'  budgets  and  general  fund  was  transferred  to  the  MHAP  fixed  pool.  Because  the  state  expects  the  managed 
care  company  to  purchase  in-patient  mental  health  services  from  the  institutions,  the  institutions'  budget  was  then  "made 
whole"  by  providing  state  special  revenue  authority  for  the  institutions  to  receive  payment  from  the  managed  care  company. 

Item  2  on  Table  15,  Community  Mental  Health  expenditures,  includes  residential  treatment  centers,  therapeutic  group  homes, 
MRM,  and  regional  community  mental  health  centers.  All  but  $400,000  each  year  of  community  mental  health  expenditures 
were  transferred  to  the  Mental  Health  Access  Plan.  Approximately  67  percent  of  the  base  year  expenditures  in  this  item  were 
allocated  for  the  Medicaid  pool  and  33  percent  were  allocated  for  the  fixed  pool. 

Item  3  on  Table  15  shows  the  adjustments  for  the  transfer  of  funds  into  the  Mental  Health  Access  Plan.  These  adjustments 
include  the  transfers  from  within  this  division,  items  1  and  2  on  Table  15;  the  transfer  of  Medicaid  mental  health  benefits 
costs  from  the  Health  Policy  and  Services  and  Senior  and  Long-Term  Care  Divisions;  and  other  present  law  adjustments 
approved  by  the  legislature  and  discussed  in  the  present  law  section  later  in  this  narrative. 

Other  Services 

Chemical  Dependency  services  include  inpatient  treatment  services  at  the  state-owned  and  operated  Montana  Chemical 
Dependency  Center  (MCDC)  and  inpatient  and  outpatient  services  acquired  through  contracts  with  community  based 
programs  across  the  state.  Item  4  on  Table  15  contains  the  budgeted  amounts  for  each  year  of  the  1999  biennium  within  the 
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Addictive  and  Mental  Disorders  Division  for  chemical  dependency  services.  Expenditures  at  the  MCDC  increase  slightly. 
An  expected  $472,000  per  year  increase  in  federal  alcohol  block  grant  funds  creates  the  increase  for  community  chemical 
dependency  services.  The  legislature  also  transferred  $161,039  general  fund  each  year  of  the  1999  biennium  to  the  Addictive 
and  Mental  Disorders  Division  from  the  Child  and  Family  Services  Division  specifically  for  youth  alcohol  and  drug 
treatment. 

Division  administration  expenses  decrease  each  year  of  the  1999  biennium.  Legislative  adjustments  include:  1)  a  biennial 
reduction  of  $98,037  of  earmarked  alcohol  tax,  due  to  HB  399  transferring  the  chemical  dependency  counselor  certification 
function  to  the  Department  of  Commerce,  Professional  and  Occupational  Licensing  Division;  and  2)  the  elimination  of  Galen 
campus  maintenance  and  insurance  funds  effective  July  1,  1998. 

Funding 

The  division  is  funded  with  state  general  fund,  earmarked  alcohol  tax,  state  special  revenue,  federal  block  grants,  and 
Medicaid  funds.  Chemical  dependency  services  are  funded  with  earmarked  alcohol  tax  and  federal  block  grant  funding.  The 
mental  health  managed  care  system  is  funded  with  state  general  fund,  Medicaid  funds,  and  federal  block  grant  funds. 
Montana  State  Hospital  (MSH)  and  the  Montana  Mental  Health  Nursing  Care  Center  (MMHNCC)  are  funded  with  state 
general  fund  and  state  special  revenue  funds  to  enable  payments  from  the  MCO. 

General  fund  increases  $5.9  million  in  fiscal  1998  and  $6.4  million  in  fiscal  1999  from  base  year  expenditures,  due  primarily 
to  full  implementation  of  the  mental  health  managed  care  contract. 

State  special  revenue  increases  approximately  $19.0  million  annually  from  the  base  year  funding  to  accommodate  the 
payments  to  the  MSH  and  MMHNCC  from  the  managed  care  organization.  Table  16  presents  historical  and  projected 
revenue  and  expenditures  from  the  earmarked  alcohol  tax,  also  a  state  special  revenue.  Revenues  are  projected  to  climb 
steadily  while  expenditures  are  budgeted  to  remain  flat,  and  even  decline  slightly  in  the  1999  biennium.  The  result  is  a 
projected  increasing  fund  balance. 

Federal  funds  increase  $22.4  million  in  fiscal  1998  and  S24.3  million  in  fiscal  1999  from  base  year  expenditures  due 
primarily  to  full  implementation  of  the  mental  health  managed  care  contract. 
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Table  16 

Earmarked  Alcohol  Tax  Fund  Analysis 

Fiscal  Years  1992  through  1999 


Fiscal  1992        Fiscal  1993        Fiscal  1994        Fiscal  1995        Fiscal  1996      Fiscal  1997*    Fiscal  1998**    Fiscal  1999** 


Beginning  Balance 

Revenues 
1     Beer  Tax 

2.  Wine  Tax 

3.  Cost  Recovery 

4.  Liquor  License 

Total  Revenue 

Total  Funds  Available 

Disbursements 

1 .  CD  Operations  &  Audit 

2.  Total  Chemical  Dependency 

3.  Distribution  to  Counties 

4.  State  Prison/Swan  RiverAVCC 

5.  Pine  Hills 

6.  Justice-Drug  Testing 
7  PHHS-Quality  Assurance 
8.  Dept  of  Commerce-CD  Couns. 

Total  Disbursements 

Adjustments 

Ending  Balance 

•Fiscal  1997  appropriated  or  estimated 

**Fiscal  1998  and  fiscal  1999  show  HB2  disbursements,  statutory  appropriation  estimate,   and  HJR2   estimates 


$836,686 

$747,068 

$939,014 

$747,362 

$366,567 

$915,456 

$1,019,026 

$1,496,403 

$806,827 

$758,421 

$748,966 

$747,826 

$774,416 

$783,000 

$793,000 

$802,000 

439,667 

398,867 

393,237 

424,507 

450.950 

$445,000 

$446,000 

$446,000 

136,258 

109,266 

85,103 

89,344 

93.476 

$90,000 

$90,000 

$90,000 

2,504.497 

2,571,812 

2,574.566 

2,582,343 

2.989.608 

$2,756,000 

$2,816,000 

$2,881,000 

$3,887,249 

$3,838,366 

$3,801,872 

$3,844,020 

$4,308,450 

$4,074,000 

$4,145,000 

$4,219,000 

$4,723,935 

$4,585,434 

$4,740,886 

$4,591,382 

$4,675,017 

$4,989,456 

$5,164,026 

$5,715,403 

$370,957 

$324,819 

$369,410 

$42,575 

$0 

$0 

$48,143 

$47,627 

1,885,841 

1,801,747 

2,283,052 

2,782,158 

2,495,467 

2.634.066 

2.281.175 

2,303.020 

1,330,000 

1,250,000 

999,984 

999,984 

999,984 

1.000.000 

1.000,000 

1.000.000 

81,182 

97,224 

59,290 

105,226 

0 

0 

0 

0 

26,319 

27,000 

28.923 

30,404 

25,413 

30,901 

25,269 

25,057 

250,469 

237,182 

265.295 

276,008 

256,121 

256,041 

256,122 

256,122 

0 

0 

0 

0 

0 

49,422 

7,916 

7.862 

0 

0 

0 

0 

0 

0 

48,998 

49.039 

$3,944,768 

$3,737,972 

$4,005,954 

$4,236,355 

$3,776,985 

$3,970,430 

$3,667,623 

$3,688,727 

(32,099) 

91,552 

12.430 

1 1 ,540 

17,424 

$747,068 

$939,014 

$747,362 

$366,567 

$915,456 

$1,019,026 

$1,496.403 

$2,026,676 
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(.901    T 

Department  of  Public 

Performance  Based  Budget 

Health  &  Human 

Base 

Budget 

Fiscal  1996 

Services 

PL  Base 
Adjustment 
Fiscal  1998 

New 

Proposals 

Fiscal  1998 

Addictive  &  Mental  Disorders  Division 

Total                PL  Base                New                  Total 
Leg.  Budget       Adjustment          Proposals         Leg.  Budget 
Fiscal  1998        Fiscal  1999        Fiscal  1999        Fiscal  1999 

Total 
Leg.  Budget 
Fiscal  98-99 

Budget  Itetn 

FTE 

43.35 

43.35 

43.35 

43.35 

43.35 

Performance  Based 

2.245,231 

(712) 

2,244,519 

11.986 

2.257.217 

4,501,736 

Total  Costs 

$2,245,231 

($712) 

$2,244,519 

$11,986 

$2,257,217 

$4,501,736 

State/Other  Special 

2,245.231 

(712) 

2,244,519 

11,986 

2,257,217 

4,501,736 

Total  Funds 

$2,245,231 

($712) 

$2,244,519 

$11,986 

$2,257,217 

$4,501,736 

Performance  Based  Budget 

The  legislature  established  the  budget  for  the  Montana  Chemical  Dependency  Center  of  the  Mental  and  Addictive  Disorders 
Division  using  the  concept  of  performance  base  budgeting.  The  legislature  has  specified  goals  and  objectives  for 
program/function  performance,  as  well  as  measures  by  which  the  legislature  can  determine  whether  those  goals  and  objectives 
have  been  met.  The  appropriation  is  made  in  a  lump  sum,  and  left  for  the  agency  to  determine  the  best  allocation  of  the  total 
appropriation  to  accomplish  the  specified  goals  and  objectives  and  meet  the  performance  measures. 

Goals  and  Performance  Measures 

GOAL  1 ;  Through  collaboration  with  referral  sources,  ensure  that  placement  standards  are  met  and  that  appropriate  use  of 
services  is  maintained. 

Performance  Measure/Target: 

A  utilization  review  will  be  conducted  on  100%  of  level  III  placement  justification  packets.  In  the  case  of  inadequate 
documentation,  the  referring  counselor  must  be  contacted  and  given  an  opportunity  to  correct  the  deficiencies  and  resubmit. 


FY  96 

FY  97  Target 

FY  98  Target 

FY  99 

(placement  compliance) 
65% 

75% 

85% 

88% 

GOAL  2:  Through  collaboration  with  referral  sources,  increase  the  number  of  scheduled  clients  admitted  for  treatment. 
Performance  Measure/Target: 

During  the  utilization  review,  identify  potential  problems  that  may  affect  the  client's  ability  to  be  present  for  admission  and 
problem  solve  with  the  referring  counselor. 


FY  96  Base 

FY  97  Target 

FY  98  Target 

FY  99 

(showup  rate) 

70% 

(showup  rate) 

73% 

(showup  rate) 

76% 

78% 
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GOAL  3:  Increase  client  retention  in  treatment  until  treatment  plan  completion. 

Performance  Measure/Target: 

Monitor  and  review  all  discharges  through  the  quality  assurance  process,   identify  factors  of  premature  discharges,  and 
develop  corrective  actions  to  improve  outcome. 


FY  96 

FY  97  Target 

FY  98  Target 

FY  99 

(completion  rate) 
63% 

(completion  rate) 
66% 

(completion  rate) 
69% 

71% 

GOAL  4:  Improve  client  compliance  with  continued  care  recommendations  back  to  programs  in  the  community. 

Performance  Measure/Target: 

Increase  the  number  of  clients  who  comply  with  discharge  recommendations  for  continued  care  in  the  community  by  applying 
managed  care  principles  and  conducting  follow-up  to  measure  compliance  and  collect  data  on  set  outcome  indicators. 


FY  96 

FY  97  Target 

FY  98  Target 

FY  99 

(continued  care  showup  rate) 
61% 

(this  is  of  the  63%  that  completed  and 
participated  in  the  discharge/placement  process) 

65% 

70% 

72% 

Present  Law 

4)  Longevity  Correction  -  This  addition  corrects  a  miscalculation  of  longevity  payments  in  the  initial  determination  of 
present  law  personal  services  for  the  Montana  Chemical  Dependency  Center.  If  longevity  had  been  correctly  calculated,  these 
funds  would  have  been  included  in  the  "statewide  adjustments"  above.  This  adjustment  is  funded  state  special  revenue 
(alcohol  earmarked  taxes)  totaling  $3,502  in  the  1999  biennium. 

5)  Transfer  in  Medicaid  Funds  for  Mental  Health  Managed  Care  -  The  legislature  transferred  $24.9  million  in  fiscal  1998 
and  $26.2  million  in  fiscal  1999  of  medicaid  benefits  from  the  Health  Policy  and  Services  and  Senior  and  Long-Term  Care 
divisions  to  fund  the  Medicaid  portion  of  the  mental  health  managed  care  plan  called  the  Mental  Health  Access  Plan  (MHAP). 
Total  projected  expenditures  for  the  Medicaid  portion  of  the  MHAP  are  $48,683,070  in  fiscal  1998  and  $50,773,820  in  fiscal 
1999.  These  costs  are  funded  at  the  anticipated  FMAP  rate. 
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6)  Youth  Alcohol  &  Drug  Treatment  -  The 
legislature  transferred  youth  alcohol  and  drug 
treatment  services  from  the  Child  and  Family 
Services  Division  to  this  division  in  the  1999 
biennium.  The  total  amount  transferred  was 
$161,039  general  fund  each  year. 

7)  Mental  Health  Managed  Care  Fixed  Pool 
Reduction  -  The  legislature  reduced  the 
executive's  MHAP  fixed  pool  funding  request 
by  $3,800,000  general  fund  each  year  because 
mental  health  costs  associated  with  the 
medicaid-eligible  population  at  the  state 
institutions  (Montana  State  Hospital  and 
Montana  Mental  Health  Nursing  Care  Center) 
were  accounted  for  twice  in  the  Executive 
Budget:  once  in  the  Medicaid  pool  and  once  in 
the  fixed  pool. 

8)  Increased  Federal  Alcohol  Block  Grant 
Funds  -  The  legislature  added  approximately 
$472,000  annually  of  federal  authority  to  allow 
the  division  to  expend  anticipated  federal 
alcohol  block  grant  funds.  Total  alcohol  block 
grant  expenditures  are  projected  to  be 
$3,599,827  in  fiscal  1998  and  $3,600,255  in 
fiscal  1999.  These  funds  are  used  to  fund 
community  chemical  dependency  programs. 

9)  Revised  Medicaid  Projections  -  The 
legislature  accepted  the  executive's  revised  Medicaid  projections  for  the  MHAP.  This  added  $2,026,822  in  fiscal  1998  and 
$2,624,593  in  fiscal  1999  and  is  funded  at  the  FMAP  rate. 

10)  Add  General  Fund  Medicaid  Match  from  Institutions  -  The  legislature  approved  the  addition  of  general  fund  to  the 
MHAP  that  equals  the  state  match  for  Medicaid  funds  transferred  from  the  institutions  in  Present  Law  Adjustment  No.  5. 

1 1 )  Operating  Expense  Reductions  -  The  legislature  implemented  $2,000,000  per  year  across-the-board  reductions  of  general 
funded  operating  costs  for  the  agency  and  restricted  the  reductions  to  five  divisions,  including  this  division.  Operating  costs 
were  reduced  $546,555  in  fiscal  1998  and  $570,474  in  fiscal  1999. 

12)  Administrative  Adjustments  (Cost  Allocated)  -  The  legislature  reduced  base  expenditures  $138,729  in  fiscal  1998  and 
$134,07!  in  fiscal  1999  for  operating  and  equipment  changes  in  cost-allocated  state  office  administration  expenses.  The 
reduction  is  funded  with  $1 17,463  general  fund  and  $21,266  federal  funds  in  fiscal  1998  and  $1 12,805  general  fund  and 
$21,266  federal  funds  in  fiscal  1999. 

13)  Administrative  Adjustments  fNon-Cost  Allocated)  -  The  legislature  added  $266,404  in  fiscal  1998  and  $261,435  in  fiscal 
1999  for  operating  and  equipment  changes  in  direct-charge  state  office  administration  expenses.  Changes  include:  I)  an 
increase  of  $350,000  each  year  of  the  biennium  for  the  Managed  Care  Evaluation  Contract,  which  is  required  by  the  federal 
Health  Care  Financing  Administration  as  a  condition  of  receiving  and  operating  the  Montana  Mental  Health  Managed  Care 
Plan  under  a  waiver;  2)  reductions  of  $85,476  in  fiscal  1998  and  $90,477  in  fiscal  1999  for  contracts  and  contracted  services 
that  are  eliminated  primarily  due  to  implementation  of  managed  care;  and  3)  other  minor  operating  increases  of  $1,880  in 
fiscal  1 998  and  $  1 ,9 1 2  in  fiscal  1 999.    The  adjustment  is  funded  with  general  fund  of  $  1 77.088  in  fiscal  1 998  and  $  1 77, 1 1 9 
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Adjustments 

Adjustments 

Present  Law 

Description 

Fiscal  1998 

Fiscal  1999 

SUtewide  Present  Law  Adjustments 

(140.789) 

(46.991) 

01 

Personal  Services 

32 

Inflation  /  Deflation 

128,930 

194.305 

03 

Fixed  Costs 

124,506 

127.108 

Total  Statewide  Adjustments 

$112,647 

$274,422 

Significant 

Present  Law  Adjustments 

1.751 

1,751 

04 

79206 

Longevity  Correction 

05 

91099 

Trf  In  Medicaid  Funds  For  Mental  Health 

24.918.636 

26,191,439 

36 

91100 

Youth  Alcohol  &  Drug  Treatment 

161,039 

161.039 

37 

91122 

Mhmc  Fixed  Pool  Reduction 

(3.800.000) 

(3,800,000) 

38 

91123 

Increased  Federal  Alcohol  Block  Grant  Fu 

472.071 

472,114 

39 

91135 

Revised  Medicaid  Projections 

2.026,822 

2,624.593 

10 

91235 

Add  Gf  Medicaid  Match  From  Institutions 

1.316.622 

1.536.798 

11 

91299 

Operating  Expense  Reductions 

(546,555) 

(570.474) 

12 

91610 

Administrative  Adjustments  (Cost  Allocati 

(138.729) 

(134.071) 

13 

91620 

Administrative  Adjustments  (Non-Cost  All 

266.404 

261.435 

14 

91638 

Montana  State  Hospital  Non-Direct  Care 

120,646 

122.943 

15 

91640 

Mmhncc  Non-Direct  Care 

101,968 

104.473 

16 

91666 

Longevity  Correction 

32.690 

32,628 

17 

91700 

Mt  Chem  Dependency  Center  Admin  Adju 

36.656 

45.803 

Total  Significant  PL  Adjustments 

$24,970,021 

$27,050,471 

Other  Base 

Adjustments 

$22,403,227 
$47,485,895 

$22,888,256 
$50,213,149 

Grand  Total  Present  Law  Adjustments 
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in  fiscal  1999,  state  special  revenue  of  $9,500  in  fiscal  1998  and  $4,500  in  fiscal  1999,  and  federal  funds  totaling  $79,816 
each  year  of  the  1999  biennium. 

14)  Montana  State  Hospital  Non-Direct  Care  -  The  legislature  added  $120,646  in  fiscal  1998  and  $122,943  in  fiscal  1999 
comprised  of:  1)  $150,000  for  a  professional  management  services  contract  to  assist  MSH  in  transition  to  a  Managed  Care 
System;  2)  a  reduction  in  other  contracts  of  $1 13,864  due  to  elimination  of  a  psychiatric  contract;  3)  an  increase  of  $57,012 
to  annualize  a  laundry  contract  with  Montana  State  Prison  (MSP);  4)  an  increase  of  $82,861  in  fiscal  1998  and  $85,529  in 
fiscal  1999  for  costs  resulting  from  a  court  decision  disallowing  Medicaid  coverage  for  patients  who  were  ineligible  upon 
admission  to  MSH  unless  they  reside  on  a  certified  unit  of  the  hospital;  and  5)  reductions  in  equipment  requirements  and  other 
minor  operating  adjustments  of  $55,363  in  fiscal  1998  and  $55,734  in  fiscal  1999. 

15)  MMHNCC  Non-Direct  Care  -  The  legislature  added  $101,968  in  fiscal  1998  and  $104,473  in  fiscal  1999  which  includes: 
1)  a  $16,193  increase  for  services  provided  by  the  medical  director,  dentists,  physical  therapists,  dieticians,  speech 
pathologists,  and  occupational  therapists  who  are  required  to  maintain  Medicaid  licensure  for  MMHNCC;  2)  an  increase  of 
$48,000  for  outside  medical  services  provided  to  residents  under  age  65,  who  are  not  eligible  for  Medicaid  coverage  because 
MMHNCC  has  been  designated  an  Institution  for  Mental  Disease  (IMD);  3)  an  increase  of  $15,190  in  fiscal  1997  and  $15,679 
in  fiscal  1999  for  psychiatrist  and  psychologist  consulting  services;  4)  increases  of  $8,873  in  fiscal  1998  and  $10,889  in  fiscal 
1999  for  additional  costs  under  the  pharmacy  contract  to  allow  for  a  new  drug  dispensing  system;  and  5)  an  increase  of 
$17,850  to  provide  patient  allowances  for  patients  who  lost  Supplementary  Security  Income  (SSI)  benefits  due  to  the  change 
in  the  status  of  MMHNCC  to  an  IMD. 

Adjustments  14  and  15  above  are  directly  and  indirectly  funded  by  general  fund.  Direct  general  fund  support  is  provided 
through  the  general  fund  appropriations  allocated  to  the  specific  institution.  Indirect  general  fund  support  is  provided  with 
the  implementation  of  the  managed  care  contract.  The  institutions  will  be  receiving  payment  for  services  rendered  to  the 
MCO,  and  in  turn,  be  using  those  payments  to  support  their  operating  budgets.  The  state  will  use  general  fund  to  pay  the 
MCO. 

16)  Longevity  Correction  -  This  addition  corrects  a  miscalculation  of  longevity  payments  in  the  initial  determination  of 
present  law  personal  services.  If  longevity  had  been  correctly  calculated,  these  funds  would  have  been  included  in  the 
"statewide  adjustments"  above.  This  adjustment  is  fiinded  with  general  fimd  totaling  $14,689  in  the  1999  biennium  and  state 
special  revenue  totaling  $50,629  in  the  1999  biennium. 

17)  Montana  Chemical  Dependency  Center  Administrative  Adjustments  -  The  legislature  added  $36,656  in  fiscal  1998  and 
$45,803  in  fiscal  1999  of  alcohol  earmarked  taxes  for  building  rent  and  medical  cost  increases  anticipated  for  the  1999 
biennium. 

Other  Base  Adjustments  -  These  adjustments  include  primarily  the  establishment  of  the  institution's  portion  of  the  fixed  pool 
contract,  and  the  transfer  of  general  fund  from  the  child  and  family  services  division  as  state  match  for  the  therapeutic  group 
homes  included  in  the  medicaid  pool  of  MHAP. 
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Fiscal  1999 

New  Proposal  Description 

FTE 

(Jeneral               Uther 
Fund                  Funds 

Total 
Funds 

FTE 

CJeneral 
Fund 

Other 
Funds 

Total 
Funds 

Eliminate  Galen  Campus 

0 1  Maintenance 
Hb399-Transfer  Cd  Counselor 

02  Certification 

Total  For  New  Proposals 

(1 .00) 
(1.00) 

(48,998) 
($48,998) 

(48,998) 
($48,998) 

(1 .00) 
(1 .00) 

(112,589) 
($112,589) 

(49,039) 
($49,039) 

(112.589 

(49,039 

($161,628 

New  Proposals 

1)  Eliminate  Galen  Campus  Maintenance  -  The  legislature  eliminated  fiscal  1999  funding  for  the  Galen  campus  maintenance 
contract  and  insurance  premium  and  directed  the  agency  to  pursue  disposing  of  the  property.  Although  the  Galen  campus 
is  no  longer  used  by  the  state,  the  legislature  has  allocated  funds  to  keep  it  in  reasonable  condition  and  insured.  The  reduction 
is  funded  100  percent  with  general  fund. 

2)  HB  399/Transfer  CD  Counselor  Certification  -  HB  399  transfers  the  chemical  dependency  counselor  certification  function 
to  the  Department  of  Commerce,  Professional  and  Occupational  Licensing  Division.  The  legislature  transferred  1 .0  FTE  and 
$98,037  earmarked  alcohol  tax  revenue  in  the  1999  biennium  to  the  Department  of  Commerce  for  this  purpose. 

Language 

"It  is  the  intent  of  the  legislature  that  the  department  shall  provide  semiannual  reports  to  the  office  of  budget  and  program 
planning  and  the  legislative  fiscal  division  on  the  status  of  the  mental  health  access  plan  contract,  including  but  not  limited 
to  implementation  status,  progress  of  contract  expectations,  results  of  evaluation  reports,  and  any  negotiated  changes  to  the 
mental  health  access  plan  contract.  The  legislative  finance  committee  shall  review  each  report." 

"The  appropriation  provided  for  the  Montana  Chemical  Dependency  Center  (MCDC)  is  contingent  upon  funds  being  used 
to  achieve  program  performance  targets  as  outlined  by  the  legislature  in  the  general  appropriations  act  for  the  1999  biennium. 
The  department  shall  provide  semiannual  reports  to  the  Office  of  Budget  and  Program  Planning  and  the  Legislative  Fiscal 
Division  on  progress  toward  achievement  of  these  performance  targets,  with  explanations  for  any  significant  variances." 
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